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PREFACE 
This dissertation consists of six chapters that investigate how firms successfully manage 
strategic risks by studying the practices, processes and systems that underpin their effective risk 
management outcomes. The first chapter provides an introduction to the thesis and presents the 
overall research question of the thesis. The consecutive four chapters are a collection of research 
papers that addresses different aspects of the research question. Chapter 2 explores how firms 
manage downside risk from a strategic management perspective.  In chapter 3 the strategic 
management and management accounting literature is synthesized to investigate how interactive 
control systems, strategic planning and decentralized decision-making interplay and affect the 
upside potential of performance. Chapter 4 investigates how a contemporary risk management 
approach (enterprise risk management) in combination with strategic planning enhances a firm’s 
performance while lowering the probability of financial distress. The 5th chapter also explores 
how risk management influence risk performance outcomes, but it also investigates how cultural 
factors in terms of leadership style and the employees’ psychological safety for raising voice 
affect this relationship. The final chapter of the thesis concludes and summarizes the findings of 
the papers in light of the overall research question. The research papers that are included in this 
dissertation are listed below: 
 Linder, S. and Sax, J. (2015) ‘Keeping up with aspirations: Middle manager participation
in market-related decisions, emphasis on strategic planning, and firms’ downside risk.’
 Andersen, T. J. and Sax, J. (2015) ‘Seeking upside potential through integrative strategy-
making and interactive controls.’
 Sax, J. (2015) ‘Making risk management strategic: Integrating enterprise risk
management with strategic planning.’
 Sax, J. and Torp, S. (2015) ‘Speak up! Enhancing risk performance with enterprise risk
management, leadership style and employee voice’, Management Decision, 53(7).
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ABSTRACT 
The aim of this thesis is to contribute to the literature with an investigation into strategic risk 
management practices from a strategic management and management accounting perspective. 
Previous research in strategic risk management has not provided sufficient evidence on the 
mechanisms behind firm practices, processes and tools for managing strategic risks, and their 
contingencies for value creation. In particular, the purpose of the thesis has been to fill the gaps 
in the literature by asking the question of: How does strategic risk management influence firms’ 
ability to deal with risks that may affect long-term competitive advantage and corporate 
longevity?
To answer this question, the literature in strategic management and management 
accounting has been synthesized in order to identify management practices, processes and 
systems that take an active stance in making better decisions about risk-taking by preparing for 
the inherent uncertainty of strategic decisions. The thesis comprises four chapters that 
individually address the blind spots in the literature and in combination answer the overall 
research question. It suggests that proactive management practices such as strategic planning, 
interactive control systems and enterprise risk management processes, can be effective means in 
dealing with strategic risk. It further emphasizes the role of participative decision-making, a 
participative leadership style and the employees’ psychological safety for raising voice as 
important factors in order to benefit from these management practices most advantageously. 
Besides from enhancing our theoretical understanding of these mechanisms the thesis further 
provides empirical evidence on the interplay between the identified managerial practices and 
contextual factors as well as their ability on managing risks and create value for the firm.  
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SAMMENFATTNING 
Formålet med denne afhandling er at bidrage til litteraturen om strategisk risikostyring med 
udgangspunkt i ”strategic management” og ”management accounting” perspektiver. 
Eksisterende forskning i strategisk risikostyring har ikke i tilstrækkelig grad fremlagt empirisk 
belæg for koblingen mellem virksomheders praksis, processer og værktøjer til at håndterer 
strategiske risici, samt de underliggende faktorer, der er afgørende for virksomhedens evne til at 
skabe værdi. Denne afhandling undersøger disse huller i forskningslitteraturen med 
udgangspunkt i følgende overordnede forskningsspørgsmål: Hvordan påvirker strategisk 
risikostyring virksomheders evner til at håndtere risici med potentiel indvirkning på deres 
langsigtede konkurrencefordele og overlevelse? 
For at besvare dette spørgsmål, har afhandling integreret litteratur fra de to felter, 
”strategic management” og ”management accounting”, til at identificere processer og systemer, 
der underbygger en proaktiv tilgang til risikofyldte beslutninger ved at forberede virksomheden 
på den usikkerhed der ligger i strategiske beslutninger. Afhandlingen er bygget op af fire 
kapitler, der individuelt behandler mangler i litteraturen og som samlet svarer på det 
overordnede forskningsspørgsmål. De fremlagte forskningsresultater peger på at proaktive 
ledelsespraksisser, såsom strategisk planlægning, interaktive kontrolsystemer, og ”enterprise 
risk management” processer, spiller en afgørende rolle i virksomheders måde at håndtere 
strategiske risici på. Afhandlingen understreger ligeledes betydningen af underliggende faktorer, 
der støtter op om disse praksisser, såsom inddragende beslutningsprocesser, en inkluderende 
ledelsesstil, samt et organisatorisk klima hvor medarbejdere føler sig trygge ved at give deres 
ærlige mening vedrørende risici. Udover en styrket teoretisk forståelse for disse mekanismer, 
bidrager afhandlingen med at fremlægge empirisk belæg for interaktionerne mellem disse 
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praksisser og de kontekstuelle faktorer samt effekten af disse for virksomhedens evne til at 
skabe værdi. 
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CHAPTER 1: INTRODUCTION 
 “Risk – let’s get this straight up front – is good. The point of risk management
isn’t to eliminate it; that would eliminate reward. The point is to manage it –
that is, to choose where to place bets, and where to avoid betting altogether.”
 (Stewart, 2000) 
1.1. A strategic perspective on risk management  
Top managers in today’s firms face the daunting task of navigating their organizations safely 
through increasingly turbulent and changing business conditions (Slywotzky and Drzik, 2005). 
Due to these dynamics the risks that firms face have changed in nature; they have become more 
problematic, not easily identifiable, less easily managed and more anxiety-provoking (Beck, 
1992; Gephart, Van Maanen, and Oberlechner, 2009). History reports several incidents of 
dysfunctional behavior when failing to respond to risk exposure by for example weathering the 
storm and maintaining the status quo (Samuelson and Zeckhauser, 1988) and by avoiding the 
often uncomfortable feelings around risks by burying the head in the sand (Shimizu and Hitt, 
2004). Notwithstanding, the most successful companies seem to share a common characteristic 
of not avoiding risk, but actually seeking risk by actively handling the surrounding risk exposers 
in the achievement of success.   
The literature in strategic management and management accounting has suggested that 
firms should create proactive management practices that improve strategic risk-taking by 
preparing for the inherent uncertainty of strategic decisions (Priem, Rasheed, & Kotulic, 1995; 
Simons, 1995a, 1995b). Not least, since strategic risk-taking has become of vital concern for 
conducting business and an essential source of competitive advantage (Chatterjee, Wiseman, 
Fiegenbaum, and Devers, 2003). Nevertheless, capitalizing on strategic risk-taking requires high 
levels of strategic response capabilities (Bettis and Hitt, 1995), adaptive capabilities (Volberda, 
1996), and dynamic capabilities (Teece, Pisano, and Shuen, 1997) – challenges that are typically 
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studied within the strategic management literature. Therefore, it is not surprising that several 
scholars and practitioners have called for the integration of insights from risk management and 
strategic management (Bromiley, McShane, Nair, and Rustambekov, 2014; Chatterjee et al., 
2003). 
Risk management processes such as enterprise risk management (ERM), that originates 
from the field of management accounting and control and takes an active approach in dealing 
with all of the risks that a firm faces, has grown rapidly in interest among practitioners and 
academics during the past two decades. Initially, risk management emerged as a managerial 
discipline that devoted much attention to the control aspect of risk management. Yet, in recent 
years the discourse of risk and its management has become a source of principles for managing 
in general (Power, 2007). In fact, “ideas about risk and risk management have come to play a 
key role in the very idea of organizing and organization itself” (Scheytt, Soin, Sahlin-
Andersson, and Power, 2006: 1336).  
Although recent years have seen a considerable increase in practitioner attention on 
strategic risk management and scholars advocating the need for an integration of risk 
management and strategic management, the academic fields of strategic management and risk 
management seem to have railed along and been studied separately despite of the potential for 
their synergetic integration. Through this thesis, I address calls from scholars to integrate the 
fields of strategic management and management accounting – especially the management 
control literature and the literature on ERM (e.g. Beasley, Branson, & Pagach, 2015; Marginson, 
2002; Bromiley et al., 2014) - and introduce a strategic perspective on risk management. 
  
10

1.2. Risk conceptualization and measurement in the management literature 
Risk is an inherent part of conducting business and it is arguably a critical aspect of firms’ 
strategic processes (Ruefli, Collins, Lacugna, and Wiley, 1999). Not surprisingly, risk plays an 
important role in strategic management research (Bromiley, 1991; Pablo, Sitkin, and Jemison, 
1996). The following paragraphs will briefly introduce the reader to the concept of risk in the 
(strategic) management literature.  
In the strategy literature the risk term has often been used when referring to the source of 
exposures in terms of external or internal factors that potentially have an impact on the firm 
(Miller, 1992). From a strategic perspective, such events are often referred to as trends, 
developments and changes that may have an influence on the firm’s long-term strategy (Ansoff, 
1980; Dutton, Fahey, and Narayanan, 1983), competitive advantage (Fiegenbaum and Thomas, 
2004) and survival (Baird & Thomas, 1985; Slywotzky & Drzik, 2005). Furthermore, March 
and Shapira (1987: 1404) note that “risk is most commonly conceived as reflecting variation in 
the distribution of possible outcomes, their likelihoods, and their subjective values”. On these 
lines risk has been perceived as “the unpredictability in corporate outcome variables” (Miller, 
1992: 312) and the strategic moves  “for which the outcomes and probabilities may be only 
partially known” (Baird and Thomas, 1985: 231). In this sense, risk is embedded in the 
organizational choices that firms make.  
In strategic management research the most common approach of measuring risk has been 
borrowed from financial economics and decision theory that conceive risk as the variance of a 
set of returns over time (Ruefli et al., 1999). This measure has been criticized amongst 
behavioral scholars as managers seem to associate risk more with losses and hazards than with 
variance in outcomes (March and Shapira, 1987; Shapira, 1995). Ruefli et al., (1999) asserted 
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that the use of variance as a measure of risk is lacking validity in a strategic management 
context. This has led to attempts to measuring risk in terms of downside risk – the expected 
deficiencies in performance relative to aspirations (Miller and Leiblein, 1996), and 
conceptualize risk as “the probability of losing rank position vis a vis the other firms in the 
reference set” (Collins and Ruefli,1992: 1709). 
Nevertheless, there seems to be a common acceptance that the goal of risk management 
is not to only reduce downside risk but also to retain the upside potential (Stulz, 1996) by 
selecting strategic choices that offer both upside and downside potential for the firm (Chatterjee 
et al., 2003). Thus, effective risk management recognizes the two-sided nature of risk by 
considering both negative as well as positive outcomes of risk (COSO, 2004). This thesis 
follows this dual approach of conceptualizing risk in terms of distinguishing between the 
downside and the upside. Rather than measuring risk in terms of variance, risk is measured as 
the probability of falling below (downside) or above (upside) performance aspirations in 
accordance to literature on semi-variance (Fishburn, 1977; Miller & Leiblein, 1996). Thus, the 
aim of the thesis is to overcome limitations of previous research in strategic management  that 
“has been dominated by a few easy-to-calculate, borrowed measures of risk” that neglect the 
central concerns of managers and strategists (Ruefli et al., 1999: 168).  
1.3. The strategic management perspective on risk management 
The starting point of this thesis is the strategic management literature. According to Gavetti, 
Levinthal, and Rivkin (2005: 691) “strategy-making is most critical in times of change and in 
unfamiliar environments.”  And a major area of research in the strategic management field 
concerns how firms can sustain their competitive advantage in changing environments (Barney, 
1991). For firms to sustain their competitive position they must develop adaptive capabilities 
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that identify strategic risks and take appropriate strategic responses (Andersen, Denrell, and 
Bettis, 2007). These responses may include substantial risk-taking that replaces obsolete sources 
of advantage (Chatterjee et al., 2003) and involve significant uncertainty and downside exposure 
that could erode firm’s value (Bettis and Hitt, 1995).  Hence, while engaging in strategic risk-
taking the greatest challenge for firms is to limit the downside risk while capturing the gains.  
From the earliest foundations of strategic management, strategic planning has been 
conceived as an important tool to manage environmental developments and the strategic risk 
exposures that come with these changes (Boyd, 1991), and today strategic planning is one of the 
most used strategy practices within firms (Spee and Jarzabkowski, 2011; Whittington, 2006). 
For this thesis, strategic planning was used to describe the organizational process of developing 
a firm’s mission, long-term objectives and the plans to attain them, as well as the ongoing 
system that monitors the achievement of the strategic objectives (e.g., Andrews, 1971; Ansoff, 
1988; Boyd and Reuning-Elliott, 1998; Cohen and Cyert, 1973). Empirical research on the 
relationship between strategic planning and firm performance has been inconclusive, not least in 
studying the relationship under the contingency of environmental uncertainty. Some studies 
have also concluded that there is no clear systematic relationship between strategic planning and 
organizational performance (Scott, Mitchell, and Birnbaum, 1981; Shrader, Taylor, and Dalton, 
1984). 
In the strategic management literature there has been a debate whether strategy-making 
takes place through formal and deliberate planning processes or if they emerge as a firm 
muddles through and learns by trial and error. The former approach advocates a rational and 
systematic planning process (Ansoff, 1988; Schendel and Hofer, 1979), whereas the latter 
school supports emergent processes (Mintzberg and Waters, 1982; Mintzberg, 1978). The 
“planning school” stresses that strategic planning enhances performance and efficiency by 
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careful analysis and it brings the firm together by articulating a unified strategic direction 
(Ansoff, 1984; Greenley, 1994). The “emergent school” questions the assumption thatfirms are 
able to prepare for the future through rigorous analysis and stresses that planning leads to 
enhanced bureaucracy and rigidity. Further, proponents of the emergent perspective stress that 
top-down strategy-making approach is inadequate in detecting, interpreting, and handling 
strategic risks. Rather, organizations need to “discover how to tap people’s commitment and 
capacity to learn at all levels” (Senge, 1990: 4). Hence, the strategic management literature has 
placed an emphasis on middle managers’ roles when dealing with changing environments and 
when responsiveness, flexibility, and the ability to capture emergent opportunities are pivotal for 
firms’ survival (e.g. Bower and Noda, 1996; Burgelman, 1983a; Kanter, 1982; Pascale, 1984; 
Wooldridge and Floyd, 1990). Due to their closeness to operations, middle managers often have 
a unique knowledge of strategic risk exposures such as market developments, shifts in customer 
demands, competitor moves etc. (Kanter, 1982; Mahnke, Venzin, and Zahra, 2007; Pascale, 
1984; Wooldridge and Floyd, 1990). This has led to an increased call for a decentralized 
strategy-making by either delegating decision authority or allowing for the middle manager’s 
participation in strategic decision-making. 
On the other hand, Grant (2003) stresses that the debate between the two schools is 
based on a misconception of the reality of strategic planning. In his study of major oil 
companies he found that strategic planning could be described as a process of “planned 
emergence.” The primary strategic direction of the firm was derived from decisions made by 
managers below the top management, while strategic planning coordinated and improved the 
quality of strategic decisions (Grant, 2003). Along the same lines, Wolf and Floyd (2013: 5) 
note that “the purpose of strategic planning is to influence an organization’s strategic direction 
for a given period and to coordinate and integrate deliberate as well as emerging strategic 
14

decisions.” Similarly, Andersen & Nielsen (2009) and Andersen (2004) find that strategic 
emergence that is derived from responsive actions taken by empowered managers in 
combination with strategic planning are important for the achievement of superior performance. 
Thus, it has been proposed that strategic planning can play an important role as a potential 
integrative device by building a shared understanding and a particular state of mind (Andersen 
and Nielsen, 2009; Ketokivi and Castañer, 2004; Ohmae, 1982) and provide top managers with 
a sense of mastery and control (Falshaw, Glaister, and Tatoglu, 2006). Some studies have also 
suggested that strategic planning acts as an important mediating mechanism between firm 
performance and decentralized decision-making (Andersen and Nielsen, 2009), top 
management’s cognitive diversity (Miller, Burke, and Glick, 1998), and risk awareness 
(O’Regan, Sims, and Gallear, 2008). Based on the review above, it can be asserted that strategic 
planning plays an important (direct and mediating) role for firms in dealing with strategic risks 
and therefore strategic planning is an overarching concept throughout the thesis. 
While much of the strategic management literature focus has been on firm performance, 
few studies look at risk-outcomes. For example, Sheehan’s study (1975) on strategic planning 
relates it to fluctuations in performance. Capon et al. (1994) and Delmar and Shane (2003) find 
that strategic planning increases the likelihood of the survival of the firm as an entity, which 
represents a particularly important type of risk-outcomes. While scholars from prospect theory 
(Kahneman and Tversky, 1979; Voss, Sirdeshmukh, and Voss, 2008) and threat rigidity 
literature (Sitkin and Pablo, 1992; Staw, Sandelands, and Dutton, 1981) have studied 
management choice and practices as a consequence of risk, there is a lack of information on how 
strategy-making practices affect risk outcomes (for a review on risk research in strategic 
management please see Bromiley et al. (2006) and Ruefli et al. (1999)). More analyses where 
risk serves as explanandum, and not explanaans, are necessary in order to provide better 
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guidance to business practitioners and to further theory-building efforts about various practices, 
processes, and tools of strategic management.  
1.4. The management accounting perspective on risk management 
The management accounting literature has pointed to management control systems to handle 
strategic risk exposures. In particular, interactive control systems that according to Simons 
(1994: 81)  “enables top-level managers to focus on strategic uncertainties, to learn about threats 
and opportunities as competitive conditions change, and to respond proactively.” Similar to 
strategic planning, management control systems have been described as practices that are 
concerned with adapting the organization by making sure that organizational objectives are met 
(Horngren, Foster, and Datar, 1994; Kloot, 1997).  These traditional feedback systems used to 
monitor organizational outcomes have been criticized of being inadequate in terms of meeting 
demands of flexibility and innovation (Simons, 1995). On the other hand, interactive control 
systems are systems that “build internal pressure to break out of narrow routines, stimulate 
opportunity seeking and encourage the emergence of strategic initiatives as future states are re-
estimated” (Bruining, Bonnet, and Wright, 2004: 158). These control systems are used by top 
managers “to regularly and personally involve themselves in the decision activities of 
subordinates”(Simons, 1994; 171). While traditional feedback systems assist organizations in 
the pursuit of their intended strategies, interactive control systems focus on strategic 
uncertainties by creating a pressure to innovate and adapt in response to risk exposures. Thus, 
interactive control systems are arguably central to strategy formation as they may manage the 
emergence of strategy (Marginson, 2002; Simons, 1994a, 1994b; Simons, 1991). Nonetheless, 
the relationship between strategy-making practices and management control systems is largely 
an unexplored area of strategic management (Kober, Ng, and Paul, 2007; Marginson, 2002). 
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Furthermore, an increasing number of studies in management accounting have explored 
how enterprise risk management (ERM) can help firms to enhance their performance and create 
a sustained competitive advantage.  During the last two decades, ERM has grown to become a 
contemporary practice as a means to help management in making the firm more responsive and 
proactive to the effects of various risk events with strategic implications. It  has been defined as 
a systematic approach to risk management across the entire organization by identifying, 
assessing, deciding on responses to, and reporting on all of the opportunities and threats that can 
affect the organization as a whole (COSO, 2004; Institute of Internal Auditors, 2009). In recent 
years there has been a considerable increase of interest in risk management in business, the 
public sector, and society in general (Gephart et al., 2009); and today ERM is regarded as the 
governance of best practice and “just good management” (Fraser, Schoening-Thiessen, and 
Simkins, 2008). The benefits of adopting ERM processes are enhanced firm value and 
performance (Barton, Shenkir, and Walker, 2002; Gordon, Loeb, and Tseng, 2009; Hoyt and 
Liebenberg, 2011; Lam, 2003) as it may induce thoughtful firm-specific risk-taking (Wang, 
Barney, and Reuer, 2003). Nonetheless, empirical evidence is inconclusive on this matter. The 
obscureness of the ERM concept in the literature could explain these mixed findings (Kraus and 
Lehner, 2012). Moreover, the current literature on ERM has, to a large extent, been influenced 
by accounting and the normative-practitioner literature (Bromiley et al., 2014). Much of this 
literature has emphasized the role of ERM as a traditional control system by defining risk in 
terms of achieving organizational objectives. However, some scholars have stressed that rather 
than just validating corporate objectives, ERM could be of value in the processes of strategy-
making (Andersen, 2008; Beasley, Branson, and Pagach, 2015; Frigo and Anderson, 2011).  
Additionally, the relationship between ERM and firms’ value and performance has been 
argued to be contingent on internal conditions. For example,  Gordon et al. (2009) suggest and 
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provide empirical evidence that firm size, firm complexity, and the encouragement of the board 
of directors constitutes internal key contingencies for the relationship between ERM and firm 
performance. Others have proposed that leadership style aspects such as encouraging people to 
speak up and report on risk and a culture that does not penalize or blame but reward such 
behavior are highly important contextual factors to ERM’s success  (Mikes and Kaplan, 2014; 
Spedding and Rose, 2008). So far the literature has not adequately addressed the impact of 
corporate culture on ERM implementation and practices (Fraser et al., 2008). As far as I know, 
no research to date has empirically investigated leadership style and the employees’ 
psychological safety for raising voice and their effects on the relationship between ERM and its 
performance outcomes. Overall, the shortcomings in exploring risk management processes from 
a strategic management perspective have been accentuated by a number of scholars (Chatterjee 
et al., 2003; Power, 2007). For example Bromiley et al. (2014: 265) asserted: “regrettably, the 
evolving discussion about ERM has not been informed by relevant work in management on risk, 
strategic management, organizational change and other relevant topics.”  
The above short review of the literature on risk management from both a strategic 
management perspective as well as a management accounting perspective reveals that much of 
this research has been characterized by three major gaps: the lack of 1) studying strategy-
making practices on risk outcomes; 2) exploring the relationship between management 
accounting practices such as interactive control systems and enterprise risk management and 
strategy-making practices; and 3) investigating internal contingencies that underpin effective 
risk management processes. Therefore, this thesis aims to synthesis literature from the strategic 
management field with management accounting, especially the management control literature 
and the emerging literature on ERM. Hence, the fundamental research question driving the 
dissertation is:  
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How does strategic risk management influence firms’ ability to deal with risks that may 
affect long-term competitive advantage and corporate longevity? 
Figure 1: Research papers and their respective research questions   
Chapters Papers Specific research questions 
Chapter 2 Linder, S. and Sax, J. (2015) ‘Keeping up with 
aspirations: Middle manager participation in 
market-related decisions, emphasis on strategic 
planning, and firms’ downside risk.’ To this date 
under second review in Journal of Management 
(empirical) 
How do the strategy-making 
practices; strategic planning 
and participative decision-
making, affect downside risk? 
Chapter 3 Andersen, T. J. and Sax, J. (2015) ‘Seeking upside 
potential through integrative strategy-making and 
interactive controls.’ 
(empirical) 
What is the effect on firms’ 
upside potential from 
interactive control systems? 
How are these potentials 
related to firms’ strategy-
making practices?  
Chapter 4 Sax, J. (2015) ‘Making risk management strategic: 
Integrating enterprise risk management with 
strategic planning.’ 
(empirical) 
How does ERM contribute to 
enhanced organizational 
performance? How can firms 
benefit from integrating the 
ERM process with strategic 
planning? 
 
Chapter 5 Sax, J. and Torp, S. (2015) ‘Speak up! Enhancing 
risk performance with enterprise risk 
management, leadership style and employee 
voice’, Management Decision, 53(7). 
(empirical) 
How is the relationship 
between ERM and effective 
risk management outcomes 
contingent on leadership style 
and organizational 
environment for raising voice? 
 
1.5. Empirical data 
All four of the papers in the dissertation empirically test hypotheses that have been derived from 
the literature on strategy-making practices, risk management processes, control systems, 
organizational leadership styles, and employees’ psychological safety for raising voice. The 
empirical data was built with two sets of cross-sectional surveys. The first paper builds on a 
survey that was collected in 2009 by my co-authors, Stefan Linder and Simon Torp. It broadly 
targeted strategy processes in the largest 500 firms in Denmark (Linder and Torp, 2014; Linder, 
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2011; Torp, 2011). The Chief Financial Officer (CFO) was contacted from each firm in three 
rounds that resulted in 297 usable answers (i.e. a response rate of 59.4%)2. The other three 
papers were built on a second survey that was collected in early spring 2013, together with 
Stefan, Simon, and Torben Juul Andersen. The survey included items on strategy, risk 
management and management control processes.  
Several means of addressing validity and reliability concerns were used throughout the 
development of the questionnaire and the data collecting process. Validity refers to whether the 
observations meaningfully capture the ideas that are contained in the concept (Adcock and 
Collier, 2001); whereas reliability is “the ability of the instrument to measure consistently the 
phenomenon it is designed to measure”(Black and Champion, 1976: 222). Validity was 
addressed by using theoretically founded and, when possible, formerly tested items and by 
testing all measures in an exploratory factor analysis (EFA) to ensure Cronbach’s alphas of at 
least 0.7 (Nunnally, 1978). Further, to address the composite reliability, the Average Variance 
Extracted (AVE) as proposed by Fornell and Larcker (1981) was inspected. Also, discriminant 
validity was addressed by examining the square root of AVE for the correlated latent variables 
and to establish whether these values were larger than the correlations between the latent 
variables (ibid).   
This dissertation develops a new measure that captures the ERM process based on a 
literature review of the risk management processes in the management literature and the 
normative-practitioner ERM literature. To address content validity, the items for the construct 
were initially tested through an informal discussion with a focus group of ten participants from 
five different firms about their different approaches to risk management. This test showed that 

2Pls. see Linder (2011), Torp (2011), and Linder & Torp (2014) for a more thorough description of the data 
collecting process.
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perceptions and experiences with risk management corresponded to the construct (DeVellis, 
2011). The interactive control systems measure was also developed and was built on Simons’ 
(1994, 2003, 2005) definition and description. The rest of the measures included in the survey 
were built on established scales and have been validated in an extant number of studies.  
In a first step, the survey instrument was pre-tested on three managers to attain an idea of 
how the questions were perceived and to clarify the wording of certain questions. Subsequently, 
the survey instrument was provided to 45 managers from different firms, who were not included 
in the sample, to test the robustness of the constructs and to clear out any ambiguity. By pre-
testing the items’ content validity was addressed. Furthermore, these tests raised no major 
concerns, but prompted minor modifications. In the first round, a two-page questionnaire was 
sent by mail to the CFO and the Head of Sales/Marketing of the 500 largest firms in Denmark, 
which were measured by their number of employees. These firms covered a broad set of 
industries including manufacturing, construction, retailing, financial institutions and other 
professional services. The questionnaire asked the CFO about the firm’s strategic planning and 
risk management processes, and the Head of Sales/Marketing about the firm’s interactive 
control systems, decentralized decision-making (both in terms of participation and delegation), 
leadership style, and the employees’ psychological safety for raising voice. After three weeks, a 
second letter was sent out to the firms that did not respond in the first round. These letters 
generated a total of 248 initial responses including 141 from the CFOs and 107 from the Heads 
of Sales/Marketing. In June 2013, the remaining executives that had failed to respond were 
initially contacted over the phone by a marketing agency. This approach generated 345 extra 
responses, thus resulting in a total of 593 responses of which 298 were from CFOs and 295 from 
the Heads of Sales/Marketing where 171 responses were overlapping. This left us with a 
response rate of approximately 60 %.  
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To determine whether a nonresponse bias existed, tests were conducted on the sector, 
size, turnover and a number of other financial data that compared the responding companies 
against the full population of the 500 largest companies in Denmark. These tests did not leave 
any cause for concern for such bias. The risk of common method bias was reduced by using 
multiple sources from each company and by using external financial data for measuring 
performance and risk outcomes that were collected from an official database that contained 
information on every Danish VAT-registered company, branch, and public body  (Navne and 
Numre)3 (Podsakoff, MacKenzie, Lee, and Podsakoff, 2003).  Furthermore, a Harman’s single 
factor test was conducted in each paper to address any common-method variance.  
1.6. Dissertation outline  
Chapter 2 (Keeping up with aspirations: Middle manager participation in market-related 
decisions, emphasis on strategic planning, and firms’ downside risk) deals with risk 
management from a strategic management perspective. In particular, it explores how the two 
strategy-making practices of strategic planning and participative decision-making affect a firm’s 
risk outcome; more specifically, the downside risk element of this dual measure. The paper was 
the first study, to our knowledge, that looks at the implications for downside risk from these 
strategy practices. Considering downside risk as explanandum seems highly important as it may 
lead to a re-evaluation of strategic practices. This chapter also provides a general research 
framework of the dissertation, as strategy practices, in particular strategic planning, is an 
overarching concept throughout the thesis.  
Chapter 3 (Seeking upside potential through integrative strategy-making and interactive 
controls) syntheses the two overarching pieces of literature in the dissertation: the strategic 
management and the management accounting literature. It looks at the two strategy-making 

3http://www.nnerhverv.dk/  
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processes that the first paper concerns, but it also includes the delegation dimension of the 
decentralized decision-making construct in addition to participative decision-making, and it 
investigates the role of interactive control systems in the strategy formation process. More 
specifically, the chapter seeks to explore the interplay and effect of strategic planning, 
decentralized decision making, and interactive control on the upside dimension of the duality of 
the risk outcomes. Studying the upside dimension seems particularly relevant in that it goes in 
line with the logic of competitive advantage. Furthermore, the paper adheres to calls to explore 
the role of interactive control systems on strategy formation.  
Chapter 4 (Making risk management strategic: Integrating enterprise risk management 
with strategic planning) further draws on strategic management and management accounting 
literature, more specifically the growing body of literature on ERM. Studying ERM seems 
highly warranted in that more and more firms are applying such risk management practices, and 
since the firms have been receiving increasing pressure from regulative bodies to adopt ERM. 
Although the literature on ERM recognizes that it should be integrated with strategic planning 
processes, no research has explored this relationship to date. The paper further seeks to develop 
a measure of the ERM process by reviewing the management literature on a firm’s processes to 
notice, interpret and act on risk with strategic implications in combination with the process 
described in the normative-practitioner literature on ERM. 
Chapter 5 (Speak up! Enhancing risk performance with enterprise risk management, 
leadership style and employee voice) investigates the role of participative leadership style and 
employees’ psychological safety for raising voice as contextual influences on the effect on the 
risk performance from an ERM process. As a novelty in the risk management literature, the 
chapter draws on leadership and employee voice theory and explores the contingency 
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relationship between ERM and effective risk performance and the cultural factors of leadership 
style and the organizational climate for speaking up about risk.  
While each chapter in this thesis individually addresses gaps in the literature, as a whole 
it seeks to enhance our understanding of the mechanisms that underlie firm’s ability to deal with 
risks that may affect long-term competitive advantage and corporate longevity. Finally, the 6th
chapter summarizes and discusses the findings as well as the overall contribution in light of the 
overall research question.   

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CHAPTER 2: KEEPING UP WITH ASPIRATIONS: MIDDLE MANAGER 
PARTICIPATION IN MARKET-RELATED DECISIONS, EMPHASIS ON 
STRATEGIC PLANNING, AND FIRMS’ DOWNSIDE RISK456 
 
 
ABSTRACT 
Humans and organizations typically rely on reference points in judging performance and are 
particularly concerned about falling below the aspiration level set for their performance. 
However, we still know fairly little about the ways in which strategic management practices, 
processes, and tools affect the likelihood of such lower-tail outcomes. Considering their effects 
on what some have called “downside risk” may lead to a re-evaluation of practices, processes, 
and tools. Drawing on a survey of the largest firms in Denmark, we explore how middle 
manager participation in decision-making about new products and markets and senior managers’ 
emphasis on strategic planning reduce firms’ downside risk. Our results suggest that the 
emphasis put on strategic planning fully mediates the impact of middle manager participation on 
downside-risk.  
 
Keywords: downside risk; strategic planning; participation; risk management; middle 
managers; aspirations 
 
  

4 This chapter is co-authored with Linder, S. 
5 The paper is under second revision in Journal of Management. 
6 An earlier version of this paper has been presented at the Strategic Management Society Conference, 2012, 
Prague, and nominated for the Best Conference Paper Award and Practice Implications Award.
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1. INTRODUCTION 
Much of the behavioral sciences has it that humans and organizations rely on reference points in 
judging performance and are particularly concerned about falling below aspiration levels set for 
their performance (e.g., Benartzi and Thaler, 1995; Brenner, Rottenstreich, Sood, and Bilgin, 
2007; Cyert and March, 1963; Kahneman and Tversky, 1979; March and Shapira, 1987). This 
wish to avoid missing the aspired performance is particularly easy to understand in the case of 
listed firms and their managers, who often see themselves heavily sanctioned via, for example, 
significant hits to their share prices or their careers, when failing to attain the performance 
expectations set for them, respectively. Empirical research in (strategic) management studying 
the organization-level outcome implications of certain practices or tools typically focuses on 
whether these practices or tools render firms (on average) more financially successful. Whereas 
obviously, high(er) levels of performance have better chances than low absolute levels to meet 
or exceed the aspirations, equating the two would be premature. Therefore, acknowledging the 
human aversion to missing the performance level aspired for, suggests that studying the impact 
of strategic management practices, processes and tools on what some have termed “downside 
risk” – that is: the probability of falling below the aspired level in the outcome variable – 
becomes an important and practically highly relevant subject in its own right.  
Hence, it is not surprising that some scholars have started exploring what actions firms 
can take for lowering the probability of below-aspiration outcomes – for example, whether an 
increased reliance on joint-ventures and internationalization of operations are effective means 
(Andersen, 2011; Belderbos, Tong, and Wu, 2014; Reuer and Leiblein, 2000; Tong and Reuer, 
2007). Yet, while some notable progress has been made in understanding the downside-risk 
implications of strategic management practices, much remains to be done. Even for some of the 
most intensively researched practices, processes and tools within strategic management, 
knowledge on their downside-risk implications remains scarce or is missing entirely. 
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Strategic planning and middle manager participation in decision-making provide a case 
in point. Both have attracted considerable research interest over the past decades and numerous 
studies have investigated their impact on firm performance (see Wolf and Floyd, 2013 and 
Wooldridge, Schmid, and Floyd, 2008, for an overview). In contrast, their implications for 
downside risk have not been explored. Given a lack both of theorizing as well as empirical 
evidence on the matter, we can only speculate about the downside risk implications of both 
practices. Moreover, we do not know how the two practices interplay in affecting downside risk: 
are the two practices complementary for lowering downside risk, are they conflicting with each 
other, or does one mediate the effect of the other? 
We aim to help narrowing this gap in research and focus on what middle manager 
participation in decision-making about new products and markets (and hence, one particular 
field of middle manager participation in decision-making) and the firm’s emphasis on strategic 
planning can contribute towards improving the chances that firms are able to live up to their 
performance aspirations – or differently put: towards lowering firms’ downside risk.   
Accordingly, we present theoretical reasoning and empirical evidence from among 
Denmark’s 500 largest firms to that participation of middle managers in decision-making about 
new products and markets to serve reduces a firm’s downside-risk via an increase in the 
emphasis senior managers put on strategic planning.  
Our work thus contributes to management literature in at least two ways: It demonstrates 
how two practices – strategic planning and middle manager participation in decision-making – 
interplay in affecting the probability of falling below the socially aspired performance level. We 
thus add to the few empirical studies that so far have linked strategic management concepts to 
downside risk. We thereby equally respond to calls for combining insights from the strategy and 
risk management literatures in order to arrive at a more comprehensive understanding of how 
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organizational practices affect firm-level risk outcomes (Bromiley, McShane, Nair, and 
Rustambekov, 2014; Chatterjee, Wiseman, Fiegenbaum, and Devers, 2003).  
Moreover, the evidence collected from firms in Denmark contributes to a more balanced 
international set of empirical findings available for ongoing theory building on managing 
downside risk, which so far has drawn largely on samples generated in a North American 
context (Miller and Leiblein, 1996; Reuer and Leiblein, 2000). 
 
2. THEORETICAL BACKGROUND & HYPOTHESES 
2.1 Why downside risk merits the attention of strategic management scholars 
Literature associates middle managers’ participation in decision-making with firms’ ability to 
build and sustain competitive advantage by recognizing problems, opportunities and newly 
emerging trends early on and by facilitating devising appropriate responses to them (Burgelman, 
1983; Foss, Laursen, and Pedersen, 2011; Kanter, 1982; Senge, 1990; Teece, 2007). Similarly, 
much of the literature on strategic management points to strategic planning processes as means 
for devising and coordinating appropriate responses to environmental developments that, in turn, 
allow building or sustaining a competitive advantage (e.g., Aguilar, 1967; Andrews, 1971; 
Ansoff, 1988; Bourgeois, 1980; Hofer and Schendel, 1978; Schäffer and Willauer, 2003). In 
both cases, the competitive advantage should translate in superior (financial) performance. 
Numerous empirical studies – particularly in the case of strategic planning (for an overview pls. 
see Cardinal and Miller, 2015; Miller and Cardinal, 1994) – therefore have investigated the 
performance effects of strategic planning and middle manager participation in decision-making.   
Whereas the effects of strategic planning and of middle manager participation on firm 
performance thus have attracted significant scholarly attention, the role and interplay of these 
practices for lowering a firm’s downside risk have not been explored yet. This seems a material 
omission from both a practitioner’s perspective as well as for ongoing theory-building efforts.  
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From a practitioners’ perspective, firms and their managers failing to attain the 
performance expectations set for them by investors or superiors often see themselves heavily 
sanctioned. Therefore, lowering the risk of missing these expectations is of keen interest to 
many practicing managers. Besides sophisticated risk management tools, use of appropriate 
(strategic) management practices and tools might contribute to reducing the danger of missing 
performance targets. Knowing which of the practices can be used for lowering downside risk is 
thus a prerequisite for practicing managers to reduce the likelihood of seeing their firms and 
themselves being sanctioned. 
From a scholarly perspective, studying the downside risk implications of strategic 
management practices seems important, too. Much of the behavioral sciences has it that humans 
and organizations rely on reference points in judging performance and are particularly 
concerned about falling below aspiration levels set for their performance (e.g., Benartzi and 
Thaler, 1995; Brenner, Rottenstreich, Sood, and Bilgin, 2007; Cyert and March, 1963; 
Kahneman and Tversky, 1979; March and Shapira, 1987; Neumann and Böckenholt, 2014; see 
Shinkle, 2012 for a recent overview and review). This has led to a significant body of literature 
looking at how these organizational aspirations are formed and updated and how they affect, for 
example, organizations’ decision-making, strategic choices, and risk-taking (Bromiley and 
Harris, 2014; Bromiley, 1991; Cyert and March, 1963; Fiegenbaum and Thomas, 1986; 
Fiegenbaum, 1990; Greve, 1998; March and Shapira, 1987; Parker, Krause, and Covin, 2015; 
Rudy and Johnson, 2013). 
An important insight from this stream of research is, that managers often use their firm’s 
past performance (historical self-aspirations) or that of other comparable organizations (social 
aspirations) to set such a threshold level (Cyert and March, 1963; Frecka and Lee, 1983; Lant, 
1992; Lee and Wu, 1988; Lev, 1969; March and Simon, 1958; pls. see Shinkle, 2012, for a 
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review). Correspondingly, they also associate risk more with the potential for losses and 
adversity than with variance in outcomes (Mao, 1970; March and Shapira, 1987). 
Consequently, empirical studies using downside risk may be better at capturing what 
managers (and their organizations) perceive as risk than studies using variance measures of risk 
(Capel, 1997; Miller and Leiblein, 1996; Miller and Reuer, 1996). Therefore, some finance and 
risk management scholars have started questioning the prominent role given in much of the 
literature and practice to volatility (i.e. variance) measures of risk and suggested that semi-
variances may be better risk measures (Stulz, 1996), from a behavioral perspective as they more 
closely mirror the prominent human concern for falling below an aspired performance level 
(Chatterjee et al., 2003).  
Similarly, some management scholars have started shedding more light at what actions 
managers can take for lowering the probability of below-aspiration outcomes. In particular, the 
possibility to reduce downside risk through a greater reliance on joint-ventures and 
internationalization of operations has attracted scholarly attention in recent years (Andersen, 
2011; Belderbos et al., 2014; Reuer and Leiblein, 2000; Tong and Reuer, 2007). Yet, while 
some notable progress has been made in understanding the downside-risk implications of 
(strategic) management practices, much remains to be done. That is: more analyses where a 
performance discrepancy is not the explanaans, but the explanandum are necessary in order to 
both, provide better guidance to business practitioners and to further theory-building efforts 
about various practices, processes, and tools of strategic management.  
We aim to help narrowing this gap in research by exploring how middle manager 
participation in decision-making about new products and markets and a firm’s emphasis on 
strategic planning can contribute towards improving the probability that firms are able to live up 
to their performance aspirations – or differently put: towards lowering firms’ downside risk. To 
the best of our knowledge, extant empirical work has not studied the impact of involving middle 
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managers in decision-making about new products and markets to enter on downside risk at all. 
Likewise, we are not aware of any study shedding light at the role of strategic planning in 
reducing the probability of falling below social aspirations. Yet, a number of studies have shown 
that planning has a positive relationship to organization-level performance outcomes ( e.g., for 
review pls. see Cardinal and Miller, 2015; Miller and Cardinal, 1994; Rudd, Greenley, Beatson, 
and Lings, 2008). Moreover, Sheehan (1975) found that planning reduces fluctuations in firms’ 
performance. Similarly, Capon et al. (1994) and Delmar and Shane (2003) show that strategic 
planning increases the likelihood of survival of the firm as an entity. Whereas performance, 
fluctuations in performance, and survival of firms are undoubtedly important outcomes, these 
studies do not allow directly drawing conclusions about strategic planning’s role in reducing the 
probability to miss social aspirations set for a firm’s performance.  
2.2 The role of participative decision-making for reducing downside risk 
Middle managers are often much closer to operations than top managers are. This allows middle 
managers to gain unique knowledge of market developments, shifts in customer wishes, 
competitor moves, or new upstarts promising to shake an industry out of its current equilibrium 
(e.g., Burgelman, 1983; Kanter, 1982; Mahnke, Venzin, and Zahra, 2007; Mintzberg, 1994; 
Pascale, 1984; Wooldridge and Floyd, 1990). Such knowledge is useful in identifying threats 
and opportunities; since “middle managers have their fingers on the pulse of operations, they 
can also conceive, suggest and set in motion new ideas that [top] managers may not have 
thought of” (Kanter, 1982: 96). Firms thus stand to benefit from processes and practices that 
facilitate using middle managers’ knowledge and ideas as these processes and practices heighten 
firms’ ability to build and sustain competitive advantage by recognizing problems and trends 
early on (Burgelman, 1983; Foss et al., 2011; Kanter, 1982; Senge, 1990; Teece, 2007).  
Creating a corporate culture that facilitates issue selling activities (Dutton, Ashford, 
O’Neill, Hayes, and Wierba, 1997) is one way to tap into middle managers’ knowledge. Having 
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middle managers participate in decision-making about new products and new markets to serve 
or initiatives aiming at strengthening the firm’s position in the markets already served by the 
firm, is another (Andersen and Nielsen, 2009). It allows consideration of more views and 
perspectives (Amason, 1996; Denison, 1984; Dyson and Foster, 1982) in decision-making and 
has been associated with improved idea generation (Jelinek and Schoonhoven, 1990; Schilit, 
1987) and quality of decisions (Floyd and Wooldridge, 1997; Wooldridge and Floyd, 1990). In 
particular, when “solving complex, non-routine problems, groups are more effective when 
composed of individuals having a variety of skills, knowledges, abilities and perspectives” 
(Bantel and Jackson, 1989: 109). Therefore, literature on employee participation in decision-
making has it for many years now that cognitive diversity positively influences decision-making 
(Amason and Schweiger, 1994; Bantel and Jackson, 1989; Olson, Parayitam, and Bao, 2007). 
Provided the same holds true for managerial levels, middle managers’ participation in decision-
making about products and markets should lead to improved idea generation and enhanced 
quality of decisions that further firm performance. Likewise, it should help reduce the risk of 
firms falling below the social aspirations for their performance.  
Consideration of more views and perspectives in decisions-making due to middle 
manager participation may also help overcome internal resistance to the decisions made. It 
allows various constituencies within the firm to share potential concerns early on and, hence, the 
firm to devise ways of reducing these concerns. Opposing a decision and justifying foot 
dragging or other practices that slow down the implementation of the decision is more difficult 
if middle managers were involved in the respective decisions about new products and markets 
than if these decisions were taken by the senior management team without the participation of 
middle managers. Middle managers’ participation in decision-making thus should contribute to 
enhanced firm performance and reduced downside risk as it allows reducing resistance to 
change.  
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Besides enhancing the quality of decisions and reducing foot dragging activities, 
granting middle managers a material say in market- and product-related decisions, implies an 
increase in middle managers’ influence and power – and a reduction in the one of senior 
managers (if the participation is not merely lip service, but is a credible commitment of senior 
managers, which in turn is an important pre-requisite for benefitting from middle managers’ 
knowledge via participation in the long run). A number of different theories of human 
motivation suggest that influence and power are motivators. For example, power has been found 
in numerous studies by McClelland and colleagues to be an important motivator (McClelland 
and Burnham, 2003). Deci and Ryan (1985), in contrast, point to the central role of needs for 
self-determination, which are easier to satisfy if one has an experience of choice and an 
influence over one’s destiny (Deci and Ryan, 1985; Gagné and Deci, 2005; for similar thoughts 
within personal control theory see also Landau, Kay, and Whitson, 2015). Therefore, the 
increased influence over their and their firm’s destiny and actions that middle managers gain 
from being involved in decision-making about markets and new products should further their 
motivation. Enhanced motivation of middle managers, in turn, can be expected to lead to greater 
effort and persistence in their efforts, which should help their units at countering adverse 
environmental effects or at overcoming challenges related to the exploitation of new business 
opportunities. Just like enhanced decision quality and lower resistance to the decisions made, 
higher motivation of middle managers should thus increase firm performance and lower the risk 
of missing the social expectations for the firm’s performance. This leads to our first hypothesis:  
H1: Middle management participation in market and product-related decisions 
reduces a firm’s downside risk. 
2.3 The role of strategic planning in reducing downside risk 
In addition to calling for an increase in middle managers’ participation in decision-making, 
much of the literature on strategic management points to strategic planning as means for 
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devising and coordinating appropriate responses to developments in the firm’s environment that 
allow for building or sustaining a competitive advantage (e.g., Aguilar, 1967; Andrews, 1971; 
Ansoff, 1988; Bourgeois, 1980; Hofer and Schendel, 1978; Schäffer and Willauer, 2003). 
Definitions of strategic planning vary, but most of these definitions highlight a firm’s emphasis 
on means and ends through the development of the firm’s mission, long-term objectives and 
plans for attaining them, as well as an ongoing monitoring of the achievement of the strategic 
objectives as central characteristics of strategic planning (e.g., Andrews, 1971; Ansoff, 1988; 
Boyd and Reuning-Elliott, 1998; Cohen and Cyert, 1973). In fact, conceptual literature seems to 
provide for (at least) three avenues by which the activities implied by strategic planning may 
help in fostering adaptation and lowering downside-risk: improved decision quality, heightened 
motivation due to clear goals, and enhanced coordination of efforts necessary for addressing 
challenges.  
The strategic planning process helps at creating “the discipline to pause occasionally to 
think about strategic issues” (Porter, 1987: 17) and thus to avoid allowing day-to-day decision 
problems to take precedence over thinking about the future (March and Simon, 1958). Firms 
using strategic planning have been described as “more likely to identify opportunities, quantify 
risk factors, and avoid threats” (Kudla, 1980: 13). This is likely to foster both the quality of the 
decisions made; better quality decisions in turn should help attain higher performance and thus 
likely also reduce the probability of missing to attain the social aspirations for the firm’s 
performance.  
Besides fostering the quality of decisions, much of the literature points towards strategic 
planning’s contribution to achieving a shared understanding among managers of the firm’s 
objectives, priorities, and the preferred means for attaining the goals (Hrebianiak and Snow, 
1982; Priem, 1990) and thus to its role in providing “unity of direction and coherence of 
managerial effort” (Camillus, 1975: 35; see also Grant, 2003; Wolf and Floyd, 2013). Such a 
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shared understanding is often critical for successful implementation of a decision and an 
antecedent to enhanced firm performance (Dess, 1987). Moreover, through a clarification of the 
organization’s mission and goals, strategic planning establishes boundaries for the activities of 
individual units, departments, and managers (Grant, 2003; Jarzabkowski and Balogun, 2009; 
Ketokivi and Castañer, 2004). Strategic planning thus can be said to guide efforts (Lovas and 
Ghoshal, 2000); to facilitate judging alternative courses of actions with respect to them fitting 
with the organization’s mission (including which actions are “off limits”); and to support speedy 
and effective reaction through coordinated actions of different organizational units (Andrews, 
1971; Ansoff, 1988; Grant, 2003; Schendel and Hofer, 1979). Enhanced coordination of 
activities and reduced double-work or frictions between units and projects, thus, should translate 
into enhanced performance and lowered risk of missing to attain the performance aspirations.  
Besides enabling individuals to achieve high performance by guiding their efforts, 
strategic planning may also enhance the motivation of individuals. Precise rather than vague 
goals have been found to foster individual’s motivation, effort, persistence, and performance 
(e.g., Locke and Latham, 1990; Mento, Steel, and Karren, 1987; Tubbs, 1986). The activities 
implied by strategic planning, notably: clarifying the longer term goals and the means for 
achieving them, help at shaping a firm-wide understanding (Camillus, 1975; Hrebianiak and 
Snow, 1982; Priem, 1990), which reduces ambiguity in objectives, means for attaining 
objectives, and the roles of individual units and managers (Ketokivi and Castañer, 2004). Taken 
together, enhanced decision quality, stronger motivation, and improved coordination, should 
translate into superior performance. Hence, just like having middle managers participate in 
decision-making, strategic planning seems a promising tool for practitioners for lowering the 
probability that their firm fails to attain the social aspirations for its performance. 
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2.4 How participation and strategic planning interplay in reducing downside risk 
Both strategic planning as well as having middle managers participate in decisions about new 
products to offer or markets to serve should thus heighten the quality of the decisions that the 
firm makes and enhance motivation of middle managers. On top of these effects shared by both 
practices, literature sees strategic planning fostering coordination of activities. Participation, in 
turn, may help reduce resistance to the decisions made and hence facilitate adaptation. This 
raises the question of whether and how the two practices interplay – that is, whether the one 
strengthens the effects of the other (i.e. the two are complementary practices), whether 
combining the two results in a smaller reduction in downside risk than using one of them 
individually due to the two practices being incompatible for some reason (i.e. conflicting 
practices), or whether one of them is, in fact, only an antecedent to the others’ effects, but does 
not have a direct effect on downside risk itself (i.e. one mediating the effect of the other). 
Answering this question seems particularly important given that both practices consume time 
and managerial attention – two scarce organizational resources (Gifford, 1992, 1999; Ocasio, 
1997). Given the dearth of conceptual as well as empirical research on the downside-risk 
implications of strategic planning as well as middle manager participation in decision-making, 
no answer can be given to which of these alternative relations apply in practice for the downside 
risk implications of the two practices. There is some evidence on how participation and strategic 
planning are related in their impact on firm performance. For example, Andersen and Nielsen 
(2009), drawing on a U.S. sample, find that strategic planning partially mediates the joint effect 
of middle manager participation and autonomy on firm performance. Given this finding, one 
may be tempted to conclude that a mediation model may be the best for explaining the interplay 
of participation and strategic planning on downside risk. Yet, this might be a too hasty 
conclusion. Andersen and Nielsen (2009) study the indirect effect of both participation and 
autonomy via strategic planning on firm performance, but do not look at the individual effects of 
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participation and autonomy. This makes drawing conclusions about the relation of participation 
and planning difficult. If either participation or autonomy had have a direct effect, but not the 
other, this would explain Andersen and Nielsen (2009) finding a partial mediation. Thus, based 
on their study it is not possible to conclude whether middle manager participation in market and 
product-related decisions has a direct, independent effect (alongside strategic planning’s effect) 
on performance (and, hence, even less so for downside risk) or only an indirect effect via 
strategic planning. Further complicating matters is that some scholars suggest participation and 
strategic planning to be complementary practices while others see them as conflicting (e.g., 
Mintzberg, 1994). Interestingly, the latter view received empirical support by yet another study 
by Andersen (2004) in which he found strategic planning and middle manager participation in 
decision-making to interact negatively in affecting firm performance (albeit only at the p < 0.10 
level). Thus, his empirical results stand in contrast to those by Andersen and Nielsen (2009) and 
supporting rather an interaction (“moderation”) model than a mediation model. 
Moreover, it might be possible that the relations between participation and strategic 
planning in reducing downside risk differ from those with performance as a dependent variable 
if the increase in performance caused by one or both of these practices would not be large 
enough so to significantly reduce the likelihood of falling below the social aspirations set for the 
firm’s performance. Closer investigation of the interplay between middle manager participation 
in product and market-related decisions and the emphasis on strategic planning therefore is 
necessary.  
Strategic planning and participative decision-making as conflicting. Several scholars 
submit that strategic planning and middle manager participation in decision-making each may 
be effective means when used individually, but may be difficult to combine. For example, 
Mintzberg, (1994) asserts that decentralizing decision-making by involving middle managers in 
strategic decision-making conflicts with the inherent nature of strategic planning processes of 
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centralizing and focusing on controlling the echelons below top management. The idea is that, 
introducing strategic planning in a firm that strongly involves middle managers in decision-
making may reduce the effectiveness of a participatory management style for motivating middle 
managers. Since strategic planning implies a clarification of those activities, markets, and 
projects that the firm wants to engage in, it puts other activities, markets, and projects “off 
limits” thereby putting boundaries on what can be done (Jarzabkowski and Balogun, 2009; 
Ketokivi and Castañer, 2004). If middle managers perceive strategic planning as limiting what 
activities, markets, and projects they “legitimately” can engage in, this might reduce middle 
managers’ felt self-determination and, hence, following Deci and Ryan’s (1985, 2000) Self-
Determination Theory, middle managers autonomous motivation for high effort. Emphasizing 
strategic planning might thus undermine the motivational effect of increased middle manager 
participation in decision-making. This would suggest that firms might be better off with either 
emphasizing strategic planning or granting a large say to middle managers in decision-making, 
but that a combination of both of them might not be optimal for lowering downside risk.  
This reasoning would be compatible with the results of a study by Andersen (2004) on 
the relations between participation, strategic planning, and firm performance. While focused on 
firm performance and not downside-risk, his analysis of firms in the U.S. food, household, and 
the computer products industries, points towards a statistically significant negative interaction 
effect of participation with strategic planning on firm performance. Lower performance, in turn, 
potentially increases the likelihood of missing the performance expectations, i.e. downside risk. 
Thus, for firms relying on middle manager participation in decision-making for lowering their 
downside risk, emphasizing strategic planning should weaken the negative relationship between 
participative decision-making and the likelihood of falling below the aspired performance. 
Differently put:  
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H2a: The more a firm emphasizes strategic planning, the smaller the reduction in downside 
risk due to participative decision-making.
Planning and middle manager participation as complementary. Looking at the effects 
of strategic planning and middle manager participation in decision-making outlined earlier, a 
complementary relationship seems another plausible possibility. Both practices are considered 
beneficial for the quality of decisions made at the firm and the motivation of middle managers. 
Yet, some writers stress that strategic planning helps at enhancing coordination by fostering a 
shared understanding of objectives, priorities of objectives, and means for achieving them 
(Ansoff, 1984; Grant, 2003; Vancil and Lorange, 1976). If one subscribes to this idea, then 
strategic planning would offer a benefit that middle manager participation in decision-making 
alone would not offer. Likewise, as discussed, participation of middle managers in decision-
making may lower organizational resistance to these decisions, thereby facilitating adaptation 
and lowering downside risk. Consequently, firms employing strategic planning and middle 
manager participation jointly might experience lower downside risk than firms relying only on 
either of the two. 
In line with these thoughts, Grant (2003) in his seminal study of oil companies found 
that strategic planning in these firms served as an important means for coordinating and 
controlling the actions of management. Formal strategic planning thus can be said to guide 
middle managers’ search for market and technological opportunities and threats; to enhance the 
sorting of these opportunities and threats into different grades in terms of fit with and impact on 
the achievement of the organization’s mission and available resources; and to support speedy 
and effective reaction through the coordinated actions of different organizational units 
(Andrews, 1971; Ansoff, 1988; Schendel and Hofer, 1979). This seems important, as strategic 
planning thereby might help keeping some undesired side effects of middle manager 
participation at bay. Increased participation of middle managers in decision-making not only 
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implies the benefits for lowering downside risk discussed before, but it equally opens up more 
leeway for opportunistic behavior by middle managers; in particular, it provides room for 
destructive entrepreneurship, such as new forms of rent seeking, hold-up creation, or moral 
hazard (Foss and Foss, 2002; Foss and Klein, 2012). Likewise, for reasons of “micro-politics,” it 
may lead to the spreading of the organization’s resources across too many projects and ideas 
(Collier, Fishwick, and Floyd, 2004). The content of decisions in such a setting emerges from 
internal dynamics; in order to “get their way,” senior managers in firms that invite middle 
managers in decision-making may have to make many “political deals” (Pettigrew, 1973). 
Strategic planning can help curb some of these tendencies as it sets boundaries for the activities 
of individual units, departments, and managers (Grant, 2003; Jarzabkowski and Balogun, 2009; 
Ketokivi and Castañer, 2004).  
Thus, firms emphasizing strategic planning while giving a substantial say to their middle 
managers in the decision-making about products and markets, may not only benefit from the 
desirable effects of participatory decision-making, but may equally be better able to keep its 
undesirable side-effects at bay. Consequently, the more an organization complements its 
participative decision-making with an emphasis on strategic planning, the more it should be able 
to reap the full potential offered by participatory decision-making for lowering the firm’s 
downside risk. This leads to the following hypothesis. 
H2b: The more a firm emphasizes strategic planning, the larger the reduction in downside-
risk due to participative decision-making.
Planning as a mediator in the participation-downside risk relation. Apart from middle 
manager participation and strategy planning being conflicting or complementary, a third 
alternative seems possible if middle manager participation in decision-making influences senior 
managers’ awareness for challenges and if one assumes them to believe in strategic planning 
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having beneficial effects – such as the enhanced decision quality and increased motivation and 
coordination that we discussed earlier.   
Given differences between senior managers’ and middle managers’ perception of the 
environment due to their different backgrounds and experiences (e.g., Mahnke et al., 2007), 
having middle managers participate in decision-making should lead to more diverse and more 
cognitively distant views being discussed during decision-making (Miller, Burke, and Glick, 
1998; Miller and Monge, 1986). This increases top management’s cognitive diversity 
(Eddleston, Otondo, and Kellermanns, 2008) and heightens senior managers’ awareness of the 
market and/or product-related challenges that the firm faces. Greater awareness of 
environmental jolts should heighten senior managers’ willingness to invest scarce time and 
attention into practices, processes or tools that are considered conducive to devising and 
implementing appropriate responses to these challenges. Provided they believe into strategic 
planning offering such benefits as the ones discussed earlier, chances are good that many senior 
managers will see strategic planning a promising means for doing so. Thus, they should 
heighten the emphasis their organization puts on strategic planning. 
Such a response to their increased cognitive diversity and enhanced awareness of the 
challenges that the firm faces is likely for at least two reasons: Firstly, stock markets have been 
found to value firms’ engagement in strategic planning (Desai, 2000). This suggests that many 
investors active on stock markets truly believe in strategic planning making a material 
difference. We do not know whether these investors ascribe to strategic planning the effects that 
we discussed above, such as, enhanced decision quality and improved coordination of activities 
and motivation. Yet, there is little reason to assume that senior managers in firms may not share 
a belief about the effectiveness of strategic planning if investors have such a belief. 
Consequently, it seems fairly likely that senior managers in firms see strategic planning as a 
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promising means for addressing the challenges which they got aware of during their exchanges 
with middle managers participating in decision-making.  
Secondly, given the new insights senior managers gain by discussing more diverse and 
more cognitively distant views when having middle managers participate in decision-making 
(Miller, Burke, and Glick, 1998; Miller and Monge, 1986), senior managers should experience a 
loss in perceived control over the environment. Through the exchanges with middle managers 
they learn about market trends, technological developments, or competitor moves that they 
likely have not been aware of since middle managers are often closer to the market (e.g., 
Mahnke et al., 2007). Yet, much evidence suggests that humans have an innate need to feel a 
sense of mastery in effecting change, in a desired direction, on the environments that they are in 
(e.g., De Charms, 1968; Friesen, Kay, Eibach, and Galinsky, 2014; Greenberger and Strasser, 
1986; Landau et al., 2015; Thompson and Schlehofer, 2008). As a consequence, humans 
“normally respond to events and cognitions that reduce personal control with efforts to restore 
perceived control to baseline levels” (Landau et al., 2015: 694; Brehm, 1966; Wicklund, 1974). 
Thus, empirical research on responses to threatening environmental events, for example, 
suggests that humans react to such experiences through a search for meaning, efforts to (re-)gain 
a sense of mastery, and self-enhancement activities (Taylor, 1983, 1991). Since strategic 
planning is often portrayed as an effective means for devising and coordinating appropriate 
responses to environmental developments and to thereby facilitate building or sustaining a 
competitive advantage (e.g., Aguilar, 1967; Andrews, 1971; Ansoff, 1988; Bourgeois, 1980; 
Hofer and Schendel, 1978; Schäffer and Willauer, 2003), it seems very likely that increasing the 
emphasis put on strategic planning looks like a promising way for senior managers for regaining 
a sense of mastery over the environment.  
Finally, this reasoning also resonates well with findings on the impact of affect on the 
information processing of humans; specifically, individuals with a negative  mood - as it often 
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results from learning about challenging developments or problems - have been found to engage 
in more efforts to gather diagnostic information, more complex information processing 
strategies, and less use of cognitive heuristics (e.g., Hildebrandt-Saints and Weary, 1989; 
Sinclair, 1988; Taylor, 1991). Hence, “decision makers’ cognitions and motivations 
systematically affect the processing of issues and the types of organizational actions taken in 
response to them” (Dutton and Jackson, 1987: 76). Since middle managers’ participation in 
strategic decision-making is likely to affect senior management’s cognition regarding their 
firm’s status and prospects by highlighting challenges and opportunities, middle manager 
participation is therefore likely to affect the emphasis top management places on strategic 
planning as a rational means of information processing.  
Therefore, the beneficial effect ascribed to having middle managers participate in 
decision-making for lowering downside risk, should be mediated (at least partially) by the firm’s 
emphasis on strategic planning. Mediation is said to exist “when the relationship between a 
predictor and an outcome variable occurs through a third variable; this third variable is referred 
to as a mediating variable” (Miller, Triana, Reutzel, and Certo, 2007: 296). This leads to our 
third alternative hypothesis about how middle management participation and strategic planning 
interplay.  
H2c: The beneficial impact of participative decision-making on downside risk is (at least 
partially) mediated by the emphasis on strategic planning. 
 
3. METHODS 
3.1 Data 
To reduce dangers associated with common method bias, we relied on two sources of data for 
testing the hypotheses: (1) primary data collected by means of a mailed questionnaire on middle 
manager participation and emphasis on strategic planning and (2) secondary data on the firms’ 
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financial situation, industry affiliation, size and age, as reported in Navne and Numre 
(http://www.nnerhverv.dk/), a database that contains information on all Danish VAT-registered 
companies, branches, and public bodies.  
After a pre-test with a sample of 55 managers from medium-sized firms (not included in 
the main sample), we contacted the CFOs or heads of finance of Denmark’s 500 largest firms 
using a mailed questionnaire in 2009. These 500 firms cover a broad set of industries, including 
basic material, manufacturing, utilities, retailing, financial services, and other professional 
services. A mailed follow-up reminder and subsequent phone calls to the non-responding firms 
served to increase response rate. Careful inspection of responses for completeness and 
consistency, combined with the availability of the data for calculating downside risk in the 
Navne and Numre database, left us with 216 usable responses for the subsequent analysis, 
representing a response rate of 43%. This response rate compares favorably to those of other 
studies on topics regarding strategic planning conducted on European samples (see examplarily 
Rudd, Greenley, Beatson, and Lings, 2008; Schäffer and Willauer, 2003). 
Comparing the responding firms’ characteristics (such as number of employees, 
turnover, industry, firm age, etc.) with those of the overall 500 firms and responses from early 
with late respondents (Armstrong and Overton, 1977) did not point to non-response bias 
threatening the validity of the results of our subsequent analyses. 
Since the data on both middle manager participation and the emphasis on strategic 
planning were collected within the same survey instrument from the same key informant, we 
tested for common method bias with respect to these two variables by conducting Harman’s 
one-factor test (Podsakoff, MacKenzie, Lee, and Podsakoff, 2003). The factor analysis 
underlying this test identified two factors (with the items falling onto their conceptualized 
factors) and only one item exceeded the common threshold of .30 for cross loadings (with a 
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cross loading of .34). As discussed in the following section, this item was subsequently 
removed, as it loaded little on either of the two constructs.  
3.2 Measures 
Participative decision-making. Inclusion of middle managers in market-oriented decision-
making was measured based on a sub-scale of a broader instrument developed by Andersen and 
Nielsen (2009). Responses were collected on Likert scales ranging from 1 (never) to 7 (always). 
The three-item Likert scale instrument focuses on the participation of middle managers in 
market- and product-related decisions (see Appendix A for the exact wording of items). The 
scale exhibited a satisfactory Cronbach’s alpha of .88 for the present sample, and the underlying 
factor explained 81 percent of the variance. Factor loadings ranged from 0.83 to 0.94.  
Emphasis on strategic planning. CFOs were asked to assess their organizations’ 
emphasis on formal strategic planning on a scale developed by Boyd and Reuning-Elliott 
(1998). We followed several other authors (e.g., Andersen and Nielsen, 2009; Andersen, 2000; 
Rudd et al., 2008) in using this scale to capture formal strategic planning. Responses were 
collected using 7-point Likert scales (1=no emphasis; 7=strong emphasis). The reflective scale 
exhibited an acceptable Cronbach’s alpha of .74 for our Danish sample. However, variance 
explained was of only 51 percent, and a confirmatory factor analysis suggested that one item 
should be dropped to increase fit. As in Rudd et al. (2008), this item (“emphasis on short-term 
action plans”) in our sample loaded little onto the common factor underlying the other strategic 
planning items taken from Boyd and Reuning-Elliott (1998). Moreover, it exhibited some cross-
loading with the items used for assessing middle manager participation thus raising concerns 
about discriminant validity of the two constructs. After dropping this one item, the revised 
reflective scale of strategic planning maintained a Cronbach’s alpha of .74, and standardized 
factor loadings range between 0.73 and 0.80. With Chi-square (2df) of 2.295 (i.e. p = 0.3175), 
RMSEA = 0.026, CFI = 0.999, TLI = 0.996, and SRMR = 0.015, the revised scale exhibited 
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satisfactory fit. A confirmatory factor analysis on the remaining items of both middle manager 
participation and strategic planning showed statistically significantly better fit, with items 
loading onto their conceptualized dimensions, for a two-factor model than for a single-factor 
model. Appendix B provides details on the measurement of this variable.  
Downside risk. Since our study relies on a broad sample of firms (both listed and 
unlisted), market-based measures of performance – and hence risk – are not available for a large 
number of the firms. Therefore, we followed the stream of literature in strategic management 
that uses return on assets (ROA) to calculate the downside risk (e.g., Miller and Leiblein, 1996; 
Andersen, 2011; Belderbos et al., 2014). In line with previous literature on downside risk (e.g., 
Belderbos et al., 2014; Miller and Leiblein, 1996; Miller and Reuer, 1996; Reuer and Leiblein, 
2000; Tong and Reuer, 2007), we followed Fishburn (1977), who introduced a general 
definition of downside risk in the form of lower partial moments. Following the 
operationalization of downside risk provided by Miller and Leiblein (1996), downside risk is 
defined in terms of the target level of return (IROA), and the relative importance of returns 
below the target (): 
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We further followed literature on social aspirations (e.g., Frecka and Lee, 1983; Lee and 
Wu, 1988; Lev, 1969) and set firm’s aspiration level equal to the industry’s previous year’s 
average performance (IROAt-1) (Reuer and Leiblein, 2000). Thus, if a firm is outperforming its 
peers, downside risk is set to zero. On the contrary, a high downside risk implies that the firm 
has a large dispersion of its ROA below the target IROA, i.e. the firm is underperforming 
relative to the industry. We computed downside risk using ROA over a five-year period and 
assumed that firms adapt their target level on an annual basis. The five-year period of 2008-
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2012 was chosen to obtain sufficient data to construct the downside risk measure while 
assuming stability in the independent variables. Choice of the second-order root lower partial 
moment seems justified as empirical studies suggest a coefficient  of loss aversion of about 
two. Neumann and Böckenholt (2014), for example, found in a meta-analysis across 109 studies 
on consumers’ product choice decisions an average coefficient of 1.73, Bleichrodt, Pinto, and 
Wakker (2001), a coefficient of 2.17 for health-related outcomes, Tversky and Kahneman 
(1992), a coefficient of 2.25 for money-related losses, and Pennings and Smidts (2003), equally 
relating to monetary outcomes, a coefficient of loss aversion of 1.81.  
Controls. Organizational slack can act as a buffer against environmental uncertainties 
(Bourgeois, 1981; Cohen, March, and Olsen, 1972) and allow firms to experiment and undertake 
investments in strategic opportunities reducing downside risk (Miller and Leiblein, 1996). To 
control for slack resources, we included a subjective measure of financial slack developed and 
verified by Nohria and Gulati (1996), since most of the ratios used for assessing slack in the 
literature either are industry-specific – implying that differences in the ratios may reflect 
industry differences rather than differences in the managerially relevant level of slack in a broad 
sample such as ours (Miller and Leiblein, 1996) – or relate to data (such as cash flow 
information) not available to us. Since prior research has yielded mixed results on the functional 
relationship of slack with performance, we allowed slack to exhibit both a linear and an 
exponential relationship in the analyses. 
Miller and Cardinal (1994) found that industry effects may explain a significant part of 
firm performance. To control for such an influence, we used data on the firm’s main industries 
in terms of NACE codes (the European Commission’s equivalent to the United States’ SIC 
codes) from the Navne and Numre database.  
Past research suggests that firm size may affect strategic processes (e.g., Lindsay and 
Rue, 1980; Rauch, Wiklund, Lumpkin, and Frese, 2009) and that organizational outcomes such 
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as size reflect past and possible present success. Therefore, we included size as a control 
variable. Consistent with previous studies of the formal strategic planning–performance 
relationship (e.g., Ketokivi and Castañer, 2004; Love et al., 2002; Miller and Cardinal, 1994), 
firm size was operationalized as the natural logarithm of the number of employees reported for 
each firm. 
Diversity in markets served and environments encountered can contribute to a 
diversification of firm risk (e.g., Bettis and Mahajan 1986). Based on the studies of Varadarajan 
and Ramanujam (1987) and Wood (1971), we used the number of different four-digit NACE 
codes in which a firm operates to control for diversification. Similar to diversification, the 
literature suggests that internationalization can affect downside risk (e.g., Andersen, 2011; 
Reuer and Leiblein, 2000). To account for such an influence, we followed Tallman and Li 
(1996) in relying on the number of foreign countries in which a firm operates to approximate 
internationalization. We tested both diversification and internationalization for linear and 
exponential relationships in the analyses. 
Additionally, we controlled for stock exchange listing and firm age. Stock exchange 
listing might facilitate access to financial resources necessary for adaptation and exploitation of 
market opportunities through the introduction of new products or services into the market. In 
contrast, firm age might lower environmental adaptation due to the tendency for an organization 
to become increasingly bureaucratic and formalized as it matures, which might interfere with 
both the benefits of strategic planning and middle management participation in strategic 
decision-making. 
3.3 Method of data analysis  
Two of the constructs of interest to us were latent variables: middle manager participation in 
market- and product related decision-making and strategic planning. This suggests the use of 
structural equation modeling (SEM) to test the hypotheses. SEM allows us to address problems 
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resulting from measurement error (Miller, Triana, Reutzel, and Certo, 2007), which might bias 
studies of mediation effects (Miller et al., 2007; Shaver, 2005) and thus would pose a significant 
threat to testing H2c. Therefore, we relied on SEM in the following analyses. However, a 
significant proportion of the observations for downside risk obtained a limited value of zero; 
thus, the maximum likelihood estimator commonly used in most research employing SEM in the 
strategic management field is not applicable to our data. The censored nature of our dependent 
variable requires an appropriate estimation technique and implies certain challenges for testing 
model fit as well as the significance of mediation effects. 
We followed recommendations in the literature for handling such censored data by 
employing the Weighted Least Squares with Mean and Variance (WLSMV) adjustment as the 
parameter estimation method (Muthén, 1993). WLSMV is similar to the Asymptotically 
Distribution-Free (ADF) estimator; however, it is less computationally demanding and is 
suitable for smaller sample sizes than ADF. Thus, it fits with our sample size of 216 
observations. In addition, WLSMV has generally outperformed the ADF estimator in terms of 
convergence to a proper solution under common data conditions (e.g., Beauducel and Herzberg, 
2006; Flora and Curran, 2004). It has also been found to be more efficient than traditional 
Weighted Least Squares (WLS) (Asparouhov and Muthén, 2010).  
Many statistical approaches for testing the significance of indirect effects (and thus for 
testing our hypothesis 2c) assume normally distributed data. Hence, tests such as the Sobel test 
(Sobel, 1986) cannot be applied to our data. However, bootstrapping is possible, and bias-
corrected bootstrapping with an inspection of the confidence levels for indirect effects is the 
practice currently recommended for testing mediation effects with the type of non-normally 
distributed data that we face (e.g., MacKinnon, Lockwood, and Williams, 2004; MacKinnon, 
2008). Therefore, the following analyses relied on (bias-corrected) bootstrapping for testing the 
statistical significance of the indirect effects as well as the significance of relationships in our 
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models in general. Bootstrapping implies that no assumptions about the shape of the sampling 
distributions need to be made, which may be violated by the actual distribution of the data. In 
addition, bootstrap confidence intervals have been found to be more powerful for mediation 
analysis than other approaches, such as the normal theory approach (Hayes, 2013; Williams and 
MacKinnon, 2008). To enhance the robustness of these tests, we drew 10,000 bootstrap samples 
for each model (Hayes, 2013).  
As when testing the statistical significance of indirect effects, many of the indices 
recommended in the SEM literature for assessing model fit do not go together well with the 
nature of our data (Kline, 2005). Thus, for example, the common Chi-square measure requires 
multivariate normality for the statistic product of (N-1)*F (where N-1 are the overall degrees of 
freedom in the sample and F is the value of the statistical criterion minimized in the estimation) 
to be distributed as a Pearson chi-square statistic (see Kline, 2005). Non-normal distribution of 
endogenous variables in a model thus is likely to lead to erroneous rejections of correct models 
when relying on the standard Chi-square indicator of model fit (ibid.). Thus, the Satorra-Bentler 
chi-square statistic cannot be used to test the equal fit hypothesis for two hierarchical models 
(Kline, 2005).  Similarly, use of the Steiger-Lind Root Mean Square Error Approximation 
(RMSEA) is problematic in our case, as the derivation of the confidence interval for an RMSEA 
point estimate is unknown for the WLSMV estimator (Muthén, du Toit, and Spisic, 1997). 
Under WLSMV, even the degrees of freedom are estimated, rather than fixed as with more 
“classical” estimators, and therefore depend on both the model and the data. Hence, the degrees 
of freedom under WLSMV do not have a substantively interpretable meaning as in regular chi-
square testing. Moreover, the two common indices for judging comparative fit of non-nested 
models, BIC and AIC, are not available for WLSMV. Hence, the censored nature of our 
dependent variable implies challenges for assessing the fit of alternative SEM models.  
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Given these issues with assessing fit when using the WLSMV estimator,  Muthén and 
Muthén (2001) developed the WRMR (Weighted Root Mean Square Residual) as a fit index for 
SEM under WLSMV. WRMR follows a variance-weighted approach for indicating the 
“badness-of-fit” of a model and it ranges from zero to infinity. Similar to the Chi-square values 
known from maximum likelihood estimation, smaller values for the WRMR are thus indicative 
of better model fit. WRMR is well-suited for use with WLSMV and bias-corrected 
bootstrapping and has been found to be particularly well-suited for models whose variables are 
not distributed normally, are measured on different scales, or have widely unequal variances 
(Muthén and Muthén, 2001; Myers, Ahn, and Jin, 2011). Yu and Muthen (2001) suggest a 
WRMR of below 0.90 as indicative of good model fit.  
 
4.  RESULTS 
4.1 Descriptive and multivariate analysis 
Table 1 provides descriptive statistics of the items used in the SEM analyses.  It shows that all 
items assessing strategic planning and middle manager participation in decision-making are 
correlated negatively with the firm’s downside risk (p < 0.10). Likewise, the participation and 
the planning items are correlated positively, albeit to varying degrees. However, the two 
constructs fulfill the Fornell-Larcker criterion (Fornell and Larcker, 1981). Moreover, as 
discussed in the method section, the items load onto the conceptualized constructs in the 
Harman one-factor test with cross-loadings below the common threshold of 0.30, and 
confirmatory factor analysis of the planning and the participation items together shows 
significantly better fit for a two-factor model than for a single-factor model. Hence, the 
correlation between the planning and participation items is indicative of a structural relation 
rather than of a lack in discriminant validity. 
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------- Insert Table 1 about here ------- 
As Table 1 shows, some of the control variables exhibit correlations with the two latent 
constructs of our dependent variable. The relations of slack and firm size with downside risk are 
not surprising, as discussed in the method section. Likewise, the fact that age and strategic 
planning are correlated, fits with extant evidence that firms tend to become more formalized and 
sophisticated as they age.  
To test three competing hypotheses regarding how middle manager participation in 
decision-making and strategic planning interplay we constructed both moderation and mediation 
models in the Mplus software. Following recommendations in the literature for dealing with 
censored endogenous variables in SEM, we rely on bias-corrected bootstrapping under WLSMV 
for analyzing these models and on the WRMR (Weighted Root Mean Square Residual) of the 
model for judging overall model fit. Since we are interested in the impact of the two practices on 
downside-risk, we additionally provide information on how well the models explain the variance 
in the dependent variable (R2), i.e. a kind of “local” fit indicator with respect to downside-risk 
only. 
Table 2 provides information on several alternative models. In addition to a model 
containing the control variables only (model 0) and two direct-effects models (models 1 and 2) 
that serve as the base models for the moderation and mediation analyses, it contains a 
moderation model (model 3) corresponding to hypotheses H2a and H2b, as well as mediation 
model (model 4) for H2c. The WRMR for all models except model 3 is below the threshold of 
0.90 suggested by Yu and Muthén (2001) as indicative of good model fit.  
------- Table 2 about here -------- 
Consistent with Andersen (2011), model 0 suggests that organizational slack is linked 
negatively to downside risk (p < .05). In contrast, the model does not show the impact of 
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diversification or internationalization predicted by risk management and international business 
literatures (Reuer and Leiblein, 2000; Tong and Reuer, 2007). One explanation of the results on 
diversification could be that it is difficult to exploit the synergies from interdependent 
businesses, especially those synergies that produce sustained competitive advantage (Hitt, 
Hoskisson, and Ireland, 1994). Prior studies on internationalization suggest that geographic 
dispersion is associated with significant costs, such as complexity, coordination and managerial 
information processing demands (Hitt, Hoskisson, and Harrison, 1991). We also do not find a 
significant impact of firm age or stock exchange listing on downside risk. In contrast, firm size 
exhibits a statistically significant negative relation with downside risk. 
Model 1 looks at the effects of participation on downside risk. It exhibits good fit to the 
data as judging by the WRMR of 0.736. As the model shows, involving middle managers in 
strategic decision-making has the predicted negative sign with a firm’s downside risk. The 
coefficient is significant at p < .10. This suggests that H1 cannot be rejected.  
Models 2 and 3 serve to test H2a and H2b. The prior one shows acceptable fit as its 
WRMR of 0.875 and is just below the threshold of 0.90 recommended as cutoff value for 
indicating good model fit. The latter one, in contrast, with a WRMR of 0.970 exceeds this cutoff 
value. Following Yu and Muthén (2001), model 3 thus fails to fit the data well. The fact that the 
more parsimonious model 2 explains the same amount of variance in the downside-risk variable, 
while exhibiting a lower WRMR than model 3 lends further comfort to rejecting H2a and H2b. 
The interaction of participation with strategic planning does not attain statistical significance at 
common threshold levels. All this gives a first indication that middle manager participation in 
decision making and the organization’s emphasis on strategic planning are neither complements 
nor in conflict with each other in their impact on downside risk.  
In contrast to model 3, model 4 in Table 2 shows very good fit to the data, as indicated 
by a WRMR of only 0.651. The lower WRMR suggests that model 4 is preferable to model 2. In 
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line with recommendations in the literature (Shaver, 2005), we allowed the error terms to 
correlate between participation and strategic planning when studying the mediation effect of 
strategic planning on downside risk. As model 4 shows, the indirect effect of middle manager 
participation on downside risk via strategic planning cannot be rejected at p < 0.10. In contrast 
to the indirect effect, the direct effect does not attain statistical significance. This suggests 
accepting H2c and points to what Baron and Kenny (1986) called a “full mediation” of the 
relation between middle manager participation in decision-making and downside risk via the 
emphasis put on strategic planning. The top of Figure 1 summarizes the estimates and 
significances for the paths of the mediation model in a graphical manner. For ease of 
presentation, the figure does not present the control variables. A change of one standard 
deviation in middle manager participation decision-making seems to correspond to a change of 
roughly 9 percent of a standard deviation in downside risk ([0.35 * (-0.035)] / 0.14 = 0.087).  
Looking at the confidence intervals for the direct and the indirect effect generated using 
bias-corrected bootstrapping with 10,000 bootstrap samples helps shedding additional light at 
the statistical significances related to testing H2c. The lower part of Figure 1, presents the 
confidence intervals for the direct and indirect effects of middle manager participation in 
market-related decision-making and downside risk at various confidence levels. The coefficient 
of the indirect effect is different from zero and shows a negative sign for all confidence levels 
tested, except for the upper tail of the 99% confidence interval, where it attains a value of zero. 
In line with common practice, this suggests that we can be reasonably confident (i.e. more than 
95% sure, yet not 99%) that the coefficient is different from zero and shows the predicted sign. 
This suggests accepting H2c. 
---------- Figure 1 about here --------- 
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4.2 Robustness checks 
In order to test the robustness of our findings, we performed a number of checks. First, we 
modified the calculation of downside risk so that managers rely on the industry performance of 
the same year as the reference point instead of the previous year. The results obtained do not 
differ from those described in Table 2 (using the previous year’s industry performance as the 
reference point for the aspiration level). The results are not reported here for parsimony but are 
available from the authors. This lends further comfort in accepting H2c and rejecting H2a and 
H2b. 
Second, we tested an alternative mediation model. Even though we have no reason to 
expect that middle manager participation is a mediator of the strategic planning – downside risk 
relation (rather than the other way round), we want to rule out this other conceivable mediation 
model. Thus, model 5 in table 2 tests whether the emphasis on strategic planning affects 
downside risk via an increase in the level of middle manager middle manager participation in 
market-related decision-making. As model 5 in Table 2 shows, the indirect effect of strategic 
planning via middle manager participation on downside risk does not attain statistical 
significance, whereas the direct effect of planning on downside risk does so. This suggests that 
middle manager participation is not a mediator of the planning-downside risk relation.  
Third, in order to exclude suppression or enhancement effects caused by the control 
variables biasing our results, we also ran the models without any of the control variables. The 
results are materially the same as those found for the models presented here with the control 
variables. Specifically, the results suggest the indirect effect of middle manager participation on 
downside risk via strategic planning to be statistically significant at p < .10, thus suggesting that 
H2c should not be rejected. Conversely, H2a and H2b are not supported by our data, as 
indicated by poor model fit of the model testing the interaction effect (WRMR of 1.07). 
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Moreover, the interaction term does not attain statistical significance. Likewise, participation in 
decision-making does not receive statistical support as a mediator of the strategic planning–
downside risk relation, as the indirect effect fails to attain statistical significance (details on 
these results are available from the authors upon request).  
Fourth, we tested the models on a subsample of 209 out of the 216 firms relying on the 
solidity ratio (equity/assets) collected from the Navne and Numre database as an objective proxy 
of slack. Again, the results (available upon request) for model fit and the acceptance/rejection of 
our hypotheses are materially the same as the ones shown in Table 2 that rely on the subjective 
measure from Nohria and Gulati (1996).  
Finally, we tested the hypothesized relations in a more “classical” manner using 
censored tobit regressions instead of SEM (e.g., Miller and Leiblein, 1996) and, in the case of 
H2c, the causal steps approach for testing mediation associated with Baron and Kenny (1986). 
The results are materially the same as in the analyses relying on SEM and Weighted Least 
Squares with Mean and Variance (WLSMV) adjustment as estimator. Under the causal-steps 
approach, if a direct effect (when considering only participation in decision-making) were to 
become insignificant while the mediator remained significant, this would represent an important 
step in the process of supporting a full mediation effect. Our data shows exactly this result in the 
censored tobit regressions. However, given the shortcomings of the causal-steps approach for 
testing mediation (e.g., Hayes, 2013; Miller et al., 2007; Zhao, Lynch, and Chen, 2010) we 
report only the results for the SEM in this paper. Nonetheless, the results for all models using 
tobit regressions are available from the authors upon request. 
 
5. DISCUSSION 
Our findings suggest that involving middle managers in market and product-related decision-
making has a statistically significant effect on lowering downside risk. Whereas the reduction in 
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downside risk of roughly 9 percent of a standard deviation for a change in one standard 
deviation in middle manager participation may look very small, it may matter a lot for managers 
in practice. Failing to attain the social aspiration-levels set for their firm’s performance may 
mean forgone bonuses, additional pressure from shareholders, and personal dissatisfaction with 
their firm’s performance.  
The results further suggest that with respect to lowering firms’ downside risk the 
participation of middle managers in market and product-related decision-making is neither 
conflicting nor complementary to an emphasis on strategic planning. Rather, when considering 
the downside risk implications of middle manager participation, the emphasis on strategic 
planning serves as a mediator between participation and downside risk. This finding is important 
for theory building. Moreover, it suggests that practitioners who want to reduce their firms’ 
downside risk need to consider that an increase in middle manager participation in decision-
making will likely entail an increase in emphasis on strategic planning; thus, their firms may 
devote more attention and time to the planning process than they have previously. Given that 
attention is a limited resource, this implies that less attention will subsequently be available for 
other processes (Gifford, 1992, 1999). 
Our findings seem robust with respect to the year used for setting the reference 
performance level (previous year vs. same year) and the method used for studying mediation 
(SEM vs. tobit regressions and the causal-steps approach). Inasmuch as we find support for 
strategic planning being a mediator rather than a moderator, our results are compatible with 
Andersen and Nielsen (2009) who looked at firm performance as a dependent variable. 
However, apart from the difference in the dependent variable – performance vs. downside risk – 
our study differs from theirs in that we focus on the effect of middle manager participation 
alone, while Andersen and Nielsen (2009) do not tease out the individual effect of participation. 
Both may explain why we find support for “full mediation” whereas their results suggest 
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“partial mediation”. The individual effects of participation and autonomy might differ in their 
interplay with strategic planning. If autonomy had a direct effect, but participation has not (as 
our study suggests), this might well explain the diverging findings. Yet, it might equally be that 
the role of participation and strategic planning differ when considering downside risk, rather 
than firm performance. A practice might well enhance firm performance, but the increase may 
be too small to significantly reduce the firm’s risk of missing the social aspirations for its 
performance. Besides these potential explanations, relations between strategic planning and 
participation might differ between the North American economic and cultural context that 
Andersen and Nielsen (2009) studied and the Danish context of the present study. Thus, more 
research on the downside-risk implications of middle manager participation in decision making 
and the emphasis put on strategic planning is necessary for theory building or practical 
applications.  
More research would also allow overcoming the limitations of the present study. In 
particular, because a large number of the firms in our sample are unlisted, we are unable to test 
the robustness of the findings based on stock market data on lower partial moment CAPM beta 
measures, as suggested by Reuer and Leiblein (2000). Hence, research investigating the 
relations within a context where stock listing is traditionally more common than in Denmark 
would help to ascertain the robustness of our findings with respect to the danger of falling below 
thresholds in capital market measures – a danger potentially felt to be even more pressing by 
many managers in stock-listed firms than the risk of falling below accounting-return aspiration 
levels. 
In line with extant literature on downside risk (e.g., Miller and Leiblein, 1996; Miller 
and Reuer, 1996), we assume that past or present industry performance can serve to model the 
social aspiration level with which managers are concerned. However, this may be an 
oversimplification of how humans form and update expectations and reference points. Thus, 
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future research actually asking managers about what they consider to be the aspiration level may 
help to further our understanding of the real effectiveness of middle manager participation in 
lowering the risk of incurring downside outcomes. 
Our study relies on correlations of data from public records and a survey addressed to 
one key informant per firm. However, correlations only “reflect the central tendencies … found 
across a large sample” (Collier et al. 2004: 76). Consequently, the effect and interplay of middle 
manager participation may differ in some firms from this central tendency. Furthermore, 
practices such as strategic planning and middle manager participation are complex, and 
individuals within a firm may differ in their perception of such practices. During the pre-testing 
of the survey items, we devoted considerable attention to removing ambiguity and thus reducing 
measurement error due to different perceptions of the questions. However, this does not address 
different perceptions of the underlying “facts,” such as diverging perceptions of the level of 
middle manager participation by different managers within the same firm. Thus, us relying on 
the firms’ CFOs as single informant may be problematic. Hence, research testing the relations 
with multiple informants per firm is necessary. 
We focus on middle managers’ participation in market- and product-related decision 
making and the emphasis put on strategic planning only. Yet, downside risk likely is affected by 
many factors. Moreover, our results may not necessarily generalize to participation in decision 
making per se and to other managerial levels (e.g., front-line managers). For example, one might 
speculate that involving additional hierarchical levels heightens the danger of dysfunctional 
behavior (Collier et al., 2004). One might suggest that there could be a “tipping point” in the 
number of hierarchical levels involved in the product and market-related decision-making, such 
that after this point the dysfunctional side-effects become so pronounced that a mediation model 
is no longer adequate and thus a moderation model becomes the better fit. Similarly, the effects 
of middle manager participation in decisions regarding production or supply chain processes 
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(most notably, make or buy decisions, or with respect to cost-cutting initiatives that do not 
change the products as such), may have different effects on downside-risk than the ones that we 
found – or participation in such decisions may interplay differently with the emphasis put on 
strategic planning. Production processes or supply chains often exhibit significant potential for 
economies of scale and scope. Senior managers might be better placed to perceive such 
potentials, than middle managers. The effects on downside risk of having middle managers 
participate in such decisions might therefore be smaller than in the case of involving middle 
managers in market- or product-related decisions where their knowledge about market trends, 
disappearing niches, competitor moves, and changing customer wishes may be paramount.  
It is important to note that our analyses of participation do not comprise a possible 
participation of middle managers in the strategic planning process. Yet, besides participating in 
decision-making about products and markets, middle managers might also participate in 
strategic planning. Thus, future research explicitly controlling for the way strategic planning 
takes place in terms of, for example, the players involved, the planning horizon, or the 
formalization, would help enhancing our understanding of the potential additional effects on 
downside risk due to alternative ways in conducting strategic planning. Some of these design 
choices might strengthen or weaken the impact that the emphasis put on strategic planning has 
on downside risk. 
Our study relates survey responses collected in 2009 to the downside risk of firms over 
the five-year period 2008 to 2012. The data structure, hence, reasonably approximates the 
sequence between middle manager participation in decision-making and/or strategic planning on 
the one hand and downside risk on the other. In contrast, it does not do the same for 
participation in market and product-related decisions and the emphasis put on strategic planning. 
The data on these two variables were collected at the same point in time. Even though we tested 
for an alternative mediation that considered the effect from strategic planning on downside risk 
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via middle managers’ participation in decision-making, the fact that both participation and the 
emphasis on strategic planning were collected at the same point in time calls for caution in 
making causal claims about the relations between participation and strategic planning. This 
consideration is even more pronounced because the emphasis on strategic planning and the 
extent of middle manager participation in decision-making may be a conscious or unconscious 
choice made by top managers. More research using longitudinal or experimental designs is 
necessary to assess the robustness of our findings.  
 
6. CONCLUSION 
Humans and organizations are particularly concerned about falling below the aspiration level set 
for their performance (e.g., Benartzi and Thaler, 1995; Brenner, Rottenstreich, Sood, and Bilgin, 
2007; Cyert and March, 1963; Kahneman and Tversky, 1979; March and Shapira, 1987). Both 
strategic management research and practice thus stand to gain from studying the contribution of 
common strategic management practices, processes, and tools to lowering a firm’s downside 
risk. With the present study, we have made a first step into exploring the impact and path 
through which strategic planning and the participation of middle managers in decision-making 
affect downside risk. Our findings suggest that involving middle managers in market and 
product-related decision-making has a statistically significant effect on lowering downside risk. 
Yet, we further find that this effect is only an indirect one: it is mediated by the emphasis the 
organization puts on strategic planning.  
Our study thus demonstrates how two practices that have been studied extensively with 
respect to their implications for the level of performance interplay in reducing the likelihood of 
failing to attain social aspirations for a firm’s performance. We thereby contribute to the 
literature on the middle manager perspective (Collier et al., 2004; Wooldridge and Floyd, 1990; 
Wooldridge et al., 2008) as well as to the literatures on strategic planning (Andersen and 
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Nielsen, 2009; Andersen, 2004; Ansoff, 1988; Grant, 2003; Jarzabkowski and Balogun, 2009; 
Ketokivi and Castañer, 2004). 
We add to the few empirical studies that so far have linked strategic management 
concepts to downside risk. We thereby respond to calls for combining insights from the strategy 
and risk management literatures in order to arrive at a more comprehensive understanding of 
how organizational practices affect firm-level risk outcomes (Bromiley et al., 2014; Chatterjee 
et al., 2003).  
Moreover, the evidence collected from firms in Denmark at the same time contributes to 
a more balanced international set of empirical findings available for ongoing theory building on 
managing downside risk, which so far has drawn largely on samples generated in a North 
American context (e.g., Miller and Leiblein, 1996; Reuer and Leiblein, 2000).  
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APPENDICES 
Appendix A:  
Middle Manager Participation in Decision Making7 
How often are the middle managers (managers below top management) involved in the 
following strategic decisions (i.e. not only the implementation process, but the decision-making 
process): 
 Never       Always
Activities aiming at increasing market share 1 2 3 4 5 6 7 
Sales to new segments or markets 1 2 3 4 5 6 7 
Development of important new products 1 2 3 4 5 6 7 
 
Cronbach’s alpha = .88; single factor explaining 81 % of variance. 
 
 
Appendix B:  
Emphasis on Strategic Planning8 
Please indicate the emphasis placed on each activity within your organization: 
 no  
emphasis        
strong 
emphasis  
Establishing company mission 1 2 3 4 5 6 7 
Development of long-term plans (3-5 years) 1 2 3 4 5 6 7 
Yearly goals (sales goals, efficiency, market shares 
etc.) 
1 2 3 4 5 6 7 
Short-term action plans (campaigns, short-term 
projects etc.) 
1 2 3 4 5 6 7 
Evaluation of the company’s strategic goals and the 
degree of attainment 
1 2 3 4 5 6 7 
 
After dropping item 4: Cronbach’s alpha = 0.74; single factor explaining 57 % of variance; Chi-square (2df) = 
2.295; CFI = 0.99; TLI = 0.99; RMSEA = 0.026; SRMR = 0.015. 
 
 
 
 

7  Scale based on Andersen and Nielsen (2009); used in Danish in the survey; Danish version available from the 
authors upon request; translated by the authors. 
8  Scale based on Boyd and Reuning-Elliott (1998); used in Danish in the survey; Danish version available from 
the authors upon request; translated by the authors.
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Figure 1: Results of the SEM Analyses with WLSMV for Effects of Involvement 
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CHAPTER 3: SEEKING UPSIDE POTENTIAL THROUGH INTEGRATIVE STRATEGY-
MAKING AND INTERACTIVE CONTROLS910 
 
 
ABSTRACT 
Strategic adaptation in complex environments with frequent changes must balance the tension  
between innovative opportunistic search and the need for the achievement of pre-established goals. 
Hence, there is a tension between the aim of avoiding diversion of corporate resources through tight 
control of plans and the facilitation of decentralized initiatives in search for opportunities. This 
paper outlines an integrative model that combines strategic planning and decentralized strategy-
making with interactive control processes. This combination of management practices arguably 
creates a dynamic system that drives upside potential for strategic adaptation. Hypotheses are 
developed and tested through a survey of the 500 largest firms in Denmark. Results suggest a direct 
relationship between interactive control, strategic planning, and participative decision-making on 
upside potential of performance. Moreover, the effect from participative decision-making on upside 
potential is positively moderated by interactive control system.  
Keywords: Interactive control systems; strategic planning; participation; decentralization; middle 
managers; upside potential 
 
 
  

9 This chapter is co-authored with Andersen, T. J. 
10 An earlier version of this paper has been presented at The 16th International Academy of Management and Business 
(AIMB) Conference, Washington, United States. 2013.
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1. INTRODUCTION 
The ability to consistently achieve superior performance outcomes arguably depends on adaptive 
strategies where new opportunities are explored and their upside potential exploited to preserve the 
competitive advantage of the firm. This goes to the root of strategic management as the ability to 
create sustainable competitive advantage by adapting to a changing environment (Schendel and 
Hofer, 1979; Porter, 1985; Barney, 1991). To accomplish this requires room for decentralized 
initiatives that can uncover new opportunities but also calls for planned coordination of activities to 
gain economic efficiencies. In essence, it reflects the dual requirements for exploration and 
exploitation (March, 1991). The need for a balanced approach is accentuated in increasingly 
turbulent and unpredictable environments (e.g., Bettis and Hitt, 1995; Teece, Pisano and Shuen, 
1997).  
Strategic planning provides a corporate mission, general direction, and coordination of 
planned business operations across the organization (Ansoff, 1988; Ansoff and McDonnell, 1990; 
Vancil and Lorange, 1976) whereas decentralization allows low-level managers to take initiatives in 
response to emerging opportunities (Mintzberg and Waters, 1985; Mintzberg, 1978). Hence, 
planned (induced) as well as decentralized strategy-making modes play important roles for adaptive 
strategies where the challenge lies in the ability to integrate the two approaches effectively 
(Burgelman and Grove, 1996, 2007; Hart, 1992).  
In the conventional view of corporate strategy-making, strategic controls are used to update 
action plans based on periodic performance feedback. However, this approach reflects a command-
and-control perspective that may stale proactive strategic thinking (Simons, 1994, 1995). In 
contrast, the application of interactive control approaches may provide the means to effectively 
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integrate the central forward-looking and the decentralized trial-and-error responses of the two 
strategy modes and thereby facilitate organizational adaptation (Simons, 1991, 1994, 1995b, 2000).  
No prior studies have analyzed the potential economic advantages of interactive control in 
the context of strategic planning and decentralization considering the requests for upside potential. 
Interactive control systems have received considerable attention in the intra-organizational 
management control literature but not in inter-organizational settings (Kominis and Dudau, 2012; 
Otley, 1994).  
Hence, we consider how interactive control can link decision makers across hierarchies and 
functions in the strategy-making process where strategic planning is combined with decentralized 
decisions. This breaks new ground by studying the economic effects of interactive control in the 
context of more complex strategy-making processes combining strategic planning and 
decentralization. The study considers how upside potential derives from decentralized explorative 
initiatives and central exploitative coordination through the interactive use of budget controls. 
In the following, we first discuss central elements of the strategic management and 
management accounting literatures to outline the strategy-making process and the relationships to 
interactive control. This theoretical background is used to develop testable hypotheses. An 
empirical study is presented as are the results from it, and the implications of findings are discussed 
with suggestions for future research. 
 
2. THEORETICAL BACKGROUND & HYPOTHESES 
2.1. The strategic management school 
Contemporary environments are often characterized by frequent technological changes, shorter 
product cycles, and ongoing innovation that challenge existing competitive advantages (Ilinitch, 
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Aveni, and Lewin, 1996; Thomas, 1996). These settings are associated with fundamental 
uncertainty (Volberda, 1996) and ‘unknowability’ where many environmental hazards are difficult 
to forecast and foresee (Bettis and Hitt, 1995). In this kind of unpredictable setting, strategic 
response capabilities (Bettis and Hitt, 1995), adaptive capabilities (Volberda, 1996), and dynamic 
capabilities (Teece et al., 1997) become important drivers of firm performance. In this context, it is 
suggested that an organization’s mastery and adoption of diverse strategy-making modes, such as, 
command, generative, learning, etc., can be advantageous under turbulent environmental conditions 
(Banbury and Hart, 1994; Hart, 1992). 
The conventional strategic management paradigm is conceived within the tradition of 
rational comprehensive analyses where organizational actions are guided by plans that include 
statement of goals and objectives (Ansoff, 1988; Hofer and Schendel, 1978). Overall strategic 
planning involves clarifying mission, outlining long-term strategic goals and objectives, long-term 
planning, monitoring strategic outcomes, and updating short-term actions plans (Boyd and Reuning-
Elliott, 1998). Critics of strategic planning argue that formalized plans can stifle the ability to note 
and react to emerging developments (Hamel, 1996; Mintzberg, 1994). Other recent studies suggest 
that strategic planning has evolved from a prescriptive process that attempts to predict future events 
to an integral management processes providing general direction while displaying substantial 
flexibility (e.g. Andersen, 2004; Grant, 2003). Various studies have indeed found positive 
performance relationships of strategic management conceived as a rational and analytical planning 
process particularly in dynamic environments (Andersen, 2000; Brews and Hunt, 1999; Miller and 
Cardinal, 1994). A number of empirical studies have similarly found that organizations that are able 
to combine strategic planning with strategic initiatives generated by managers at lower-level 
business entities outperform their peers (Andersen and Nielsen, 2009; Andersen, 2004a).  
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A decentralized strategy-making mode is conceived as a decision structure allowing for 
strategic influence from lower-level managers. This influence can emerge in two ways. First, lower-
level managers can influence the strategic agenda by allowing them to advocate their ideas and to 
participate in strategic decision-making (Dutton, Ashford, O’Neill, Hayes, and Wierba, 1997; 
Dutton and Ashford, 1993; Wooldridge, Schmid, and Floyd, 2008). Second, by delegating decision 
authority at lower-level business units, managers can take actions in response to observed changes 
and modify activities in their entities without permission from top management. This corresponds to 
the common depictions of strategic emergence as initiatives arising from active managers operating 
within the organization where they instigate and champion new business ventures and product 
offerings at times even without top management knowing about it (Mintzberg, 1994). In the 
following, ‘participative decision-making’ and ‘delegation of decision authority’ are treated as two 
distinct dimensions of the decentralized strategy-making process (Andersen, 2004b). 
Various qualitative studies have demonstrated the significance of strategic emergence and 
autonomy in corporate strategy (Burgelman, 1983; Bower, 1986; Mintzberg, 1994; Burgelman and 
Grove, 1996). These studies depict decentralized initiatives developed within the organization as 
the source of opportunities that have potential strategic implications (Mintzberg, 1994). Hence, the 
so-called Bower-Burgelman process model describes strategy-making as managerial actions 
pursued simultaneously at three hierarchical levels: Top managers, middle managers and functional 
specialists (Burgelman and Groove, 1996; Bower and Gilbert, 2005). In this set-up, the middle 
managers supervise the functional managers as they engage in new initiatives and, if they are 
successful, promote these opportunities to top management where they eventually can become part 
of the official corporate strategy. Top management influences strategy by formulating corporate 
policies and setting up the organizational structure. The middle managers act as liaisons between 
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top management and the lower-level functional managers and specialists by overseeing resource 
committing decisions in the operating entities and by creating corporate awareness about new 
strategic opportunities (Bower and Noda, 1996). Since the low-level managers are closer to the 
customers, suppliers, and internal operational staff, they are arguably in a better position to observe 
when conditions change and take responsive initiatives in reaction to these observations (Huber, 
1990). As Kanter (1982: 96) argues: “Because middle managers have their fingers on the pulse of 
operations, they can also conceive, suggest and set in motion new ideas that top management may 
not have thought of”. Hence, lower-level initiatives can have interesting outcomes and may 
constitute paths to future corporate strategy, if they turn out to be successful business propositions. 
Conceiving strategy as a sequence of resource committing decisions and resulting actions in 
different parts of the organization essentially captures an amalgam of planned and autonomous 
initiatives taken throughout different parts of the organization (Bower and Gilbert, 2005; Bower, 
1986; Mintzberg, 1978). While some strategic investments are committed as part of the planning 
process many other subsequent decisions commit resources as things evolve. In a decentralized 
organization new opportunities may emerge from exploratory responsive actions taken by managers 
at lower levels of the organization. To the extent resources are engaged in operational activities at 
lower-level entities, they can eventually shape the development of important competencies and 
thereby influence the strategic direction the corporation can partake (Bower and Gilbert, 2005; 
Bower and Noda, 1996). In this context, strategic emergence relates to decentralized decision-
making where strategy is shaped by experimentation with new business initiatives as responsive 
actions taken by managers at lower hierarchical levels (Andersen, 2004a; Burgelman, 1983, 1988; 
Mintzberg, 1994). Decentralized strategy-making can arguably lead to better decision outcomes by 
considering more diverse perspectives and provide decision processes with more relevant market 
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insight (Floyd and Wooldridge, 1997). The dispersion of decision power allows managers at lower 
levels of the organization to take actions in response to performance changes they identify in their 
task environments and thereby effectively experiment with different initiatives in their functional 
units. Thus, strategic planning and decentralization are both essential elements of a corporate 
strategy-making process. Strategic planning provides forward-looking high-level analytics and 
whereas decentralized strategy-making offers updated experiential insights from low-level 
operational initiatives. 
2.2. The role of interactive control systems in strategy-making 
Simons (1995a, 1995b) suggests that interactive controls make up one of four management control 
systems that affect business activities where the other three are: Boundary systems, belief systems 
and diagnostic control systems. Together these control systems are working as part of the 
organization’s strategy-making process as ways to sustain a balance between creativity and control 
(Chenhall, 2003; Simons, 1994; Widener, 2007). The belief and boundary systems articulate limits 
for risk-taking and inform organizational members about the type of strategic opportunities to 
explore and exploit (Roberts, 1990; Simons, 1994; Widener, 2007). The belief system represents the 
basic values, purpose and direction of the firm as communicated formally by the top management 
(Simons, 1995a). The purpose is to secure goal commitment throughout the organization and inspire 
employees in their search for opportunities and business responses without prescribing the nature of 
activities in detail (Tuomela, 2005). The boundary system communicates the domain of acceptable 
activities to ensure effective resource utilization. Thus, a boundary system should form an 
understanding of acceptable risks and business activities to be avoided altogether (Simons, 1994; 
Tuomela, 2005). For all intents and purposes, these control systems are commensurate with those 
elements of the strategic planning process that lays out the firm’s mission statement typically 
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consisting of an overarching purpose, long-term goals and an outline of corporate values with 
prioritized behaviors (e.g., Boyd and Reuning-Elliott, 1998). Accordingly, Porter (1996) argues that 
it is as important to determine which type of businesses not to engage in as it is to decide in the 
strategic planning process what activities one should pursue going forward. Thus, strategic planning 
is itself a form of control process providing directions and setting boundaries for managerial 
decisions (Anthony and Govindarajan, 2006; Simons, 1994). It is an inherent part of the 
development of a framework of reference for the annual operating budget (Anthony and 
Govindarajan, 2006; Camillus, 1975). As Anthony and Govindarajan (2006: 332) argue: “A 
company without a strategic planning process considers too many strategic issues in the budgeting 
stage, potentially leading to information overload, inadequate considerations of strategic 
alternatives, or neglect of some choices altogether”. Hence, the budget is a natural way to monitor 
performance and strategic outcomes.  
Diagnostic use of budgets constitutes a feedback system that monitors the achievement of 
predetermined strategic actions in accordance with the presumed performance standards. In this 
context, the budgets are typically used to assess expected outcomes of the strategic plan for the 
coming accounting year as the basis for resource allocation and monitoring of business units and 
their managers. In general, budgets serve as a medium to quantify outcomes of the long-term 
strategic plan with a focus on a single year (Hofmann, Wald, and Gleich, 2012; Otley, 1999).  The 
completion of budgets provides a means to communicate critical performance variables and monitor 
the implementation of intended strategic aims. In that sense, budgets provide implied direction 
towards achieving strategic goals by focusing on established targets and correcting deviations from 
that path (Hofmann et al., 2012). In the strategy literature, this is referred to as the strategic control 
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process and is considered part of the strategic planning process (Goold and Quinn, 1990; Lorange, 
1977; Schendel and Hofer, 1979; Schreyogg and Steinmann, 1987). 
Hence, the planning process effectively incorporates central elements of the belief, boundary 
and diagnostic control systems (Simons, 1994). Since realized outcomes often differ from the plans, 
the strategic control systems may enable some learning about the changing environmental 
conditions and the implied means-ends relationships although this often is exceedingly difficult in 
uncertain environmental contexts (Goold and Quinn, 1990; Quinn, 1996). Under these conditions, 
budgeting has been criticized for constraining the operational flexibility of autonomous managers in 
ways that inhibit collaborative cross-functional initiatives, innovation and creativity (Frow, 
Marginson, and Ogden, 2010). More specifically, it has been argued that traditional planning and 
budgeting processes “force managers at all levels to commit to delivering specified outcomes, even 
though many of the variables underpinning those outcomes are beyond their control” (Hope and 
Fraser, 2003: 18). So, in turbulent environments these processes may constrain responsiveness and 
create a “performance trap” (ibid).  
Under such environmental conditions subjected to high levels of strategic risks the 
management accounting literature have suggested interactive control system rather than diagnostic 
controls as effective means in the handling of these exposures (Marginson, 2002; Simons, 1994). As 
interactive control systems are used to generate dialog, idea generation and learning rather than 
control at-a-distance through automatic processes (Burchell et al., 1980; Simons, 1994). This 
interactive dimension constitutes a distinct mechanism not considered in the strategic control 
process of the conventional planning model. The interactive use of budgets is defined by the 
intensive use of budgets by both top management and lower-level managers in frequent face-to-face 
debates where the information is shared openly across management levels and functions. 
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Furthermore, the interaction requires a non-invasive, facilitating and inspirational involvement of 
top management (Simons, 1994). The interactive use of budgets can thus become a pertinent 
vehicle for the exchange of updated information about environmental changes that facilitates 
organizational learning by involving managers at different hierarchical levels in the forward-
looking analytical considerations as well as retrospective discussions about experiential insights 
gained from low-level initiatives.   
Hence, the process goes beyond budgeting and entails “not only participation between 
subordinates and superiors in the budget setting, but also an ongoing dialogue between 
organizational members as to why budget variances occur, how the system or behaviors can be 
adapted and even whether any actions should be taken in response to these variances” (Abernethy 
and Brownell, 1999: 191). Although Simons (1995b: 122) highlighted that middle managers are 
“important in making interactive control processes work effectively” as they are “key nodes of the 
information networks that reveals senior management’s concern”, the interactive control systems do 
not imply managerial autonomy per se. In fact, interactive control systems and increased flexibility 
from dispersed decision rights are not antithetical but mutually compatible (Gul and Chia, 1994; 
Marginson, 2002; Simons, 1994). The attention is restrained to the activities of the top managers 
and Simons (1994) acknowledges that interactive processes can be applied to all organizational 
levels although this view of an interactive use is not the focus of his analysis. In this way the 
strategic planning process, decentralized strategy-making and interactive use of budgets for control 
purposes are three distinct but complementary components of the integrative strategy model.  
Empirical research have shown a positive direct effect of interactive control systems on 
strategic change (Abernethy and Brownell, 1999; Naranjo-Gil and Hartmann, 2007) and 
innovativeness and learning (Henri, 2006). Naranjo-Gil and Hartmann (2007) also found that 
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interactive use of controls and the extent of change was more positive for prospector firms than 
defender firms. One these lines, Bisbe and Otley (2004) emphasize that innovation risk are better 
managed by interactive systems and they found that interactive control systems moderated the 
impact of innovation on performance. In a study of the link between interactive controls and 
strategy-making, Widener (2007) found that interactive control was used to scan the external 
environment, which enhanced performance through increased attention. Contrary to the framework 
and literature, she did not find evidence that interactive use of controls enhanced organizational 
learning.  
In essence, the interactive control system encourage debate about budget targets in face-to-
face meetings and allow subordinates to challenge prevailing assumptions and action plans 
(Simons, 1994). It can thus play an important role in extending opportunity seeking and collective 
learning throughout the organization where new strategies can emerge from the process (Henri, 
2006). In particular, “interactive control systems are essential to monitor competitive risk in a 
culture that could potentially create barriers to impede the free flow of information about emerging 
threats and opportunities” (Simons, 2000: 261). In that way interactive control systems can help top 
managers to learn about strategic risks and proactively respond to these exposures by breaking out 
of narrow search routines (Simons, 1994). That being said, interactive control systems can enhance 
the creation of opportunities and improve the ability to exploit firms’ potential for upside gain. As a 
portfolio of business opportunities provides more choice and thereby gives maneuverability with a 
potential to enhance upside potential of firm performance. This leads to the first hypothesis: 
H1:  The emphasis on interactive use of budgets to control strategic outcomes is positively 
related to upside potential in corporate performance. 
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2.3. An integrative strategy-making model with interactive controls 
Interactive control systems and strategic planning. In principle, the decisions made within a 
strategic planning process are based on general assessments across all the functional entities in the 
corporation. Tailored interactive control systems can monitor business unit performance to control 
the strategic outcomes and learn from budget deviations and thereby enhance the managerial 
understanding of the changing business conditions and action effects. More specifically, the 
knowledge gained from these control processes can be used to guide the forward-looking 
evaluations of strategic opportunities (Ansoff, 1988; Richards, 1986; Simons, 1990, 2005). Here 
planning and interactive control systems is seen as the means to gain a shared understanding of the 
current environment and proactively respond to these events by updating action plans based on an 
ongoing dialog rather than periodic performance feedback. This suggests that more comprehensive 
planning and control processes with associated interactive control systems can improve the 
predictability of new opportunities and thereby reach better decision outcomes. Conversely, a 
stringent planning and diagnostic control process can conform managerial thinking and limit the 
ability to fully comprehend ongoing changes in the business environment. Thus, used in 
combination strategic planning and interactive control systems can provide the firm with important 
learning on changes in the environment and allow the firm to proactively update action plans that 
address the emerging strategic risks. 
Interactive control systems and decentralized strategy-making. The proposed solution to 
handle the mounting information processing needs in contemporary organizations has been to 
involve those managers closer to the location of relevant information and expertise in decision-
making (Wooldridge and Floyd, 1990) or move managerial decisions down in the organization 
(Child and McGrath, 2001; Volberda, 1996). And, there has indeed been a shift from hierarchical 
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organizations to horizontally operating hybrids with cross-functional collaboration (Achrol, 1997; 
Galbraith, 1995). But, there is also a mounting realization that effective organizations pursue central 
integrative processes where decisions are embedded in more rigid organizational structures (Hill, 
Martin, and Harris, 2000; Jelinek and Schoonhoven, 1990). In particular since decentralized actions 
may make the organization more vulnerable to opportunistic behaviors including destructive 
entrepreneurship (Foss, Foss, and Klein, 2007), foot-dragging and sabotage (Guth and MacMilliam, 
1986) and result in an uncoordinated ‘goose chase’ without general direction. Furthermore, middle 
managers have also been criticized for “putting their own spin on” the input brought upward in the 
organization (Floyd and Wooldridge, 1994: 53). Sternard (2012) argues that individuals and internal 
coalitions may use political tactics to influence what responses are being considered and which 
strategic options are finally selected. As a consequence, firms should combine empowerment with 
formal control processes that both facilitate communication channels between hierarchical 
management levels and across middle managers to benefit from decentralized strategy-making. A 
combination of decentralized strategy-making and interactive control systems enable an open dialog 
but where top management are involving themselves in the decisions of their subordinates in 
personal recurring discussions. As Simons (1995b: 163) argues: “control systems must balance 
empowerment and control in such a way that empowerment does not lead to a control failure, and 
correspondingly, control does not lead to an empowerment failure”. Hence, the underlying 
budgeting process constitutes an essential monitoring devise that keeps top management informed 
about corporate performance developments while allowing for open exchanges about current 
performance outcomes with low-level functional managers (Simons, 1990, 1994, 1995a). The 
interactive use of budget controls can facilitate discussions about strategic moves based on 
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opportunities uncovered from decentralized initiatives that address changes in the competitive 
requirements and thereby explore new business approaches.  
Thus, a more complete model of the complex strategy process should comprise interactive 
strategic controls for example by using the budgeting process as a basis for interpretive discussions 
around recent performance outcomes and insights from decentralized experimental initiatives. In 
this context, the use of budgets in the management control systems provide important interaction 
and medium of information exchange between the strategic monitoring by top management and the 
experiential learning that takes place within decentralized business units when they act in response 
to changing conditions.  
From the discussion above, it is argues that a more complete understanding of the complex 
strategy-making process must embrace both intended, i.e., planned,  and  spontaneous decentralized 
strategic initiatives responding to emerging events (Mintzberg and Waters, 2009; Mintzberg, 1978). 
We argue, that it is precisely in this context interactive use of management control systems can 
channel experiential insights gained from decentralized initiatives taken by lower-level managers in 
response to changing conditions into the forward-looking planning considerations in open 
discussions between top management and subordinates (Simons, 1990, 1991). Hence, the centrally 
planned strategies and the decentralized responsive initiatives together with interactive use of 
budgets in the control process can form a dynamic system of complementary strategy-making 
modes. The interactive use of budget controls can facilitate exchange of environmental insights and 
update the strategic plans, which should enable needed changes in the strategic direction, as well as 
help in the coordination of decentralized strategic initiatives and thereby improve performance 
outcomes. These relationships are expressed in the following hypotheses: 
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H2.1:  The emphasis on strategic planning is positively related to upside potential in corporate 
performance. 
H2.2:  The positive relationship between strategic planning and upside potential in corporate 
performance is higher in organizations with high emphasis on interactive use of budgets 
H3.1a:  The emphasis on participation in strategic decision-making is positively related to 
upside potential in corporate performance. 
H3.1b:  The emphasis on delegation of decision authority is positively related to upside 
potential in corporate performance. 
H3.2a:  The positive relationship between participation in strategic decision-making and 
upside potential in corporate performance is higher in organizations with high emphasis on 
interactive use of budgets 
H3.2b:  The positive relationship between delegation of decision authority and upside potential 
in corporate performance is higher in organizations with high emphasis on interactive use of 
budgets 
The hypothesized relationships are illustrated in the model shown in Figure 1. The 
hypothesized model relationships were subsequently tested in a large-scale empirical study 
described in the following section.  
 
------- Insert Figure 1 about here ------- 
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2. METHODS 
The hypothesized effects of interactive use of budget controls in conjunction with the integrative 
strategy model was tested in an empirical study based on data collected from a survey sent to a 
cross-section of the 500 largest Danish firms measured by number of employees. These firms all 
have a minimum of 300 employees and operate in a broad set of industries including 
manufacturing, construction, retailing, financial institutions and other professional services (see 
appendix for an overview). The survey instrument was pre-tested among 45 managers in 45 
different firms not included in the sample to test the robustness of the constructs. The pre-tests 
raised no major concerns but spurred minor adjustments to clarify the wording of certain questions. 
In early spring 2013 the Chief Financial Officer (CFO) and Head of Sales/Marketing (HoSM) in 
each of the sampled firms were solicited to complete a two page version of the survey. The 
questionnaire asked the CFO about the firm’s strategic planning process and the Head of 
Sales/Marketing about the interactive use of budgets and the extent to which the organization had 
participatory decision processes and delegation of decision rights. This dual approach was adopted 
as CFOs are assumed to be most knowledgeable about the firm’s planning process whereas sales 
and marketing executives are closer to decisions related to market oriented activities and know how 
the budgeting process is used to interact with people engaged in the business transactions. 
Executives that failed to respond in the first round were approached with a follow-up letter three 
weeks later. This process generated a total of 248 initial responses comprised by 141 from CFOs 
and 107 from HoSM. Two months later the remaining executives that had failed to respond initially 
were contacted directly by phone, which generated more completed surveys to reach a total of 593 
responses of which 298 were from CFOs and 295 from HoSM, corresponding to a response rate 
around 59 %.  
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The sample was tested for potential non-response biases by comparing the average number 
of employees, total turnover and various financial data across respondents and non-respondents by 
industry. Potential discrepancies between early and late respondents were also analyzed based on 
the same variables. These tests did not show any significant differences between respondents and 
non-respondents or between early and late respondents. Self-report measures are vulnerable to 
common method variance and we, therefore, took several steps to circumvent this potential 
problem. In addition to collecting survey data from multiple respondents within the same 
organizations, the primary data from questionnaires were complemented by secondary accounting 
data from a national database, Navne and Numre (http://www.nnerhverv.dk/), providing basic 
information of the firm’s financials, industry affiliation, and number of employees, as 
recommended by Podsakoff, MacKenzie and Lee (2003). In addition to this, we used Harman’s 
single-factor test for common variance (ibid.) to ensure that the assembled responses loaded on the 
proposed theoretical constructs. The test revealed five factors with a first factor explaining 37 % of 
the total variance thereby suggesting that no single underlying factor accounted for the majority of 
the variance among the variables (Lane, Salk, and Lyles, 2001). 
 
2.1. Measures 
Interactive use of budgets. This measure was built on Simons’ (1994, 1995b, 2000, 2005) 
definition and description of interactive control systems where four items derived from the original 
description of the construct were developed to measure the interactive use of budgets. Since the 
focus of the analysis on control behaviors in this study was on the interactive use of budgets to 
uncover emerging market developments, we directed the questions to the HoSM in the respective 
firms. The respondents were asked to indicate the extent to which the stated use of the budgeting 
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process corresponded to the way things were handled in their firm during 2010-2012. The four 
items describing the use of budgets were as follows: 1) the budget follow-up process is considered 
important by top management and they use it continuously, 2) top management often uses budget 
information to question decisions and discuss ongoing actions with department managers, 3) the 
budget process is ongoing and demands regular and frequent attention from managers at all levels, 
and 4) there is a lot of interaction between top management and department managers in the budget 
process. A seven-point Likert-scale (1=no emphasis; 7=strong emphasis) was applied to assess the 
items and the construct formed by the items exhibited a Cronbach’s alpha of 0.85, which is 
considered highly satisfactory (Nunally, 1978). See the appendix for details on the items used in the 
questionnaire and the respective factor loadings in the exploratory analysis. The measure that was 
applied to interactive use of budget was the overall mean of the four items. 
Strategic planning. The measurement of strategic planning and decentralized strategy-
making was based on existing scales described in the literature and tested in prior studies. Strategic 
planning was operationalized by the CFO’s assessment of the organization’s emphasis on formal 
strategic planning using items developed and tested by Boyd and Reuning-Elliott (1998). The items 
were assessed on a seven-point Likert scale (1=no emphasis; 7=strong emphasis) comparable to 
applications in previous studies (e.g., Andersen, 2004; Rudd, Greenley, Beatson and Lings, 2008; 
Andersen and Nielsen, 2009). In the exploratory factor analysis the items loaded on the planning 
construct and showed a high Cronbach’s alpha of 0.75, which is considered satisfactory (Nunally, 
1978). The mean of the five items was used as a measure for strategic planning.
Decentralized strategy-making. The first aspect of decentralized strategy-making; 
‘participation  in decision-making’, was assessed by the HoSM on items asking about the degree to 
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which sales managers reporting to the HoSM were involved in the decision-making on five 
different activities of potential strategic importance. The second dimension; ‘delegation of decision 
authority’, was assessed by asking about the degree to which sales managers were authorized to 
make decisions without prior approval from top management on the same set of activities. These 
items have been validated in previous studies (e.g., Andersen (2000, 2004)). An exploratory factor 
analysis found that the items loaded on the two decentralized strategy-making constructs, exhibiting 
Cronbach’s alpha’s of 0.81 for participation and 0.88 for delegation which is considered highly 
satisfactory (Nunally, 1978). The mean of the five items was used to measure the two dimensions of 
decentralized strategy-making. 
Upside potential. We followed the extant literature on semi-variance and downside risk (e.g. 
Belderbos, Tong, and Wu, 2014; Miller and Leiblein, 1996; Tong and Reuer, 2007) and constructed 
a corresponding measure of upside potential determined as the second-root upper partial moment 
(Fishburn, 1977):  
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We followed the inclination of behavioral decision theory where executives exhibit a 
tendency to see risk as a failure to meet a certain aspirational performance level (Mao, 1970). 
Behavioral studies find that firms tend to use average industry performance as reference points 
(Frecka and Lee, 1983; Lee and Wu, 1988). In line with Miller and Reuer (1996) we assumed that 
firms adapt their target level (IROA) on an annual basis computing the upside potential based on 
return on assets (ROA) as the relevant measure of performance. That is, if a firm is 
underperforming its peers, upside potential is equal to zero. If the firm is outperforming its peers, 
96 

the firm has a dispersion of its ROA relative to its target, IROA. A four-year period, 2010-2013, 
was chosen to obtain data for the construct because besides from corresponding to the period 
addressed by the questionnaire it provides a time lag in the dependent variable. Ascribing the 
process constructs and performance outcomes to the same time period assumes that the processes 
and their resulting effects are contemporaneous over the measured time periods and thereby reduces 
the possibility of reverse causality. The measure of upside potential de facto captures the probability 
of over-performance of the firm compared to the closest competitors in the industry during the four-
year period. 
Control variables. Past research has found that industry context can have a significant 
influence on general performance and the relationship between planning and firm performance 
(Dess, Ireland, and Hitt, 1990; Miller and Cardinal, 1994). Hence, we used the NACE industry 
codes as indication of specific industry contexts and to control for industry-related effects. 
Furthermore, the management literature has found that firm size can influence both direct 
performance and the interacting planning–performance relationships (e.g., Khandwalla, 1972; 
Lindsay and Rue, 1980). It is also suggested that firm size can affect the choice of management 
control systems and thereby their relationship to performance outcomes (e.g., Khandwalla, 1972). 
Hence, we included firm size measured as the natural logarithm of the number of employees in the 
firm as a control variable. Additionally, we controlled for both organizational and strategic change 
by asking the CFO if the organization has made significant structural changes and changes to its 
strategy in recent years on a 7-point Likert scale. Further, we included diversification and 
internationalization as control variables by asking the CFO of the percentage share of the firm’s 
turnover from primary and foreign markets, respectively. As these strategies may make the firm less 
vulnerable to abrupt changes in business or local markets, as they provide access to new businesses 
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or regional markets, diversification and internationalization can have an influence on the firm’s 
upside potential of performance. Additionally,stock-listing and firm age was included as controls. 
Stock-listed firms may have an advantageous access to financial resources that can affect the ability 
to exploit market opportunities. Firm age might lower the potential to seize upside potential due to 
increasing bureaucratization over time as the firm matures.
2.2. Validity  
The reliability and validity of the construct measures of interactive use of budget control, strategic 
planning, participation in decision-making, and delegation of decision authority was initially 
assessed by the alpha coefficients. The four measures showed a Cronbach’s alpha between 0.75 and 
0.88 well in excess of the commonly used threshold of 0.70 suggested by Nunnally (1978). 
Furthermore, we calculated the composite reliability, average variance extracted (AVE), and the 
discriminatory validity using confirmatory factor analysis (CFA) with Maximum Likelihood (ML) 
as estimator. The composite reliability of the measures ranged between 0.77 and 0.87 with AVE 
ranging between 0.41 and 0.59, where strategic planning obtained the lowest AVE. Thus, all 
measures except strategic planning exceeded the commonly accepted threshold value of 0.50 (Hair, 
Black, Babin, Anderson, and Tatham, 2006). Since this is ascribed to a single factor included in the 
generic scale, we considered this acceptable.   
As recommended by Hu and Bentler (1999) the model fit was evaluated using several fit 
indices including the comparative fit index (CFI), the standardized root mean square residual 
(SRMR) and the root mean square error of approximation (RMSA) (see Table 1). CFI was above 
the recommended threshold of 0.8 (Bentler, 1990). The RMSEA was calculated as 0.09 and the 
SRMR equaled 0.07 which indicates acceptable fit for the model (Jöreskog and Sörbom, 1996; 
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Medsker, Williams, and Holahan, 1994). Furthermore, all the items loaded onto the constructs with 
a high level of significance (p < 0.001). 
------- Insert Table 1 about here ------- 
The measures were found to have satisfactory discriminant validity where the AVE for the 
correlated latent variable was greater than the square of the correlation between the latent variable 
(Fornell and Larcker, 1981). Convergent validity was assessed by examining the correlation 
between the items in their respective constructs, where values above 0.50 are considered to 
demonstrate convergent validity (Hulland, 1999). Convergent validity was satisfactory for the 
interactive use of budget control measure and the participation and delegation scales since all items 
displayed correlations greater than 0.50. However, the strategic planning scale does not satisfy the 
criterion in particular because the fourth item displays validity problems. Nonetheless, the item was 
retained in the measure used in this study since it has exhibited good quality in prior dataset (e.g., 
Andersen, 2000; Rudd et al., 2008). Furthermore, excluding the item from the measure does not 
materially affect the reported results. The correlations between items are presented in the appendix. 
 
3.  RESULTS 
3.1. Descriptive statistics 
The basic descriptive data on the model constructs and the correlations calculated between those 
constructs are shown below (Table 2). Upside potential captures the firm’s probability to achieve 
results above the industry norm and reflects an effectiveness capability in seizing and exploiting 
opportunities. There is very little correlation between strategic planning and the two decentralized 
strategy-making constructs indicating that they constitute distinct strategy modes. The interactive 
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use of budgets is significantly correlated to strategic planning, participation and delegation 
suggesting that many firms tend to combine planning with interactive budget controls and the two 
decentralized strategy-making constructs.  
------- Insert Table 2 about here ------- 
 
3.2. Results 
The hypotheses and models were tested in regression analyses. Since a significant proportion of the 
observations obtained a value of zero censored Tobit regression instead of ordinary least squares 
(OLS) regression was applied (Reuer and Leiblein, 2000). The two interaction terms were mean 
adjusted. In the first model we ran a model with only the control variables to assess the relative 
importance of adding the independent variables to the model (Wooldridge, 2002).  
In the second model, interactive control displayed a significant direct positive relationship to 
upside potential (p < 0.01) (Table 4). Hence, these results provided support for first hypothesis. In 
the third model, the strategic planning, participation, delegation and the interaction terms were 
added to the model. Adding interaction terms increased the explanatory power significantly at the 5 
percent confidence level. Strategic planning exhibited a direct relationship to upside potential (p < 
0.01) but no interaction effect with interactive use of budget controls. Hence, these results provide 
support for H2.1 but not for H2.2. Participation in decision-making showed a direct effect on upside 
potential and an interaction effect with interactive use of budget controls (p < 0.05). Thus, both 
H3.1a and H3.2a are supported. Delegation of decision authority did not exhibit a significant 
relationship to upside potential, thus failing to support H3.1b and H3.2b. 
------- Insert Table 3 about here ------- 
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4. DISCUSSION & CONCLUSION 
4.1. Discussion, limitations, and future research 
This research contributes to the literature in several ways. It uses the lens of interactive control 
processes drawing on insights from the management accounting literature to perform an updated 
analysis of how strategic planning and decentralization affect performance. The proposed model 
suggests that these two distinct strategy-making modes coexist and support firms in achieving 
upside potential where planning play an important role in coordination of business activities while 
decentralization enables responsive initiatives by developing cutting-edge market opportunities. 
Moreover, it suggests that interactive control system can serve as an important mechanism linking 
these two strategy-making practices by enhancing their respective effect on upside potential of firm 
performance. Hence, the study synthesizes contributions from the strategic management and 
management accounting literatures to outline a corporate strategy-making model that allows the 
organization to deal more effectively with emerging environmental changes by developing and 
exploiting opportunities to enhance economic potential. 
The data collected from a large cross-sectional corporate sample uncover some new and 
potentially revealing insights. The results from the empirical study partially confirm the 
hypothesized performance relationships. We found that interactive use of budgets, participative 
decision-making and strategic planning all had a significant direct relationship with upside potential 
of performance. Surprisingly, we did not find a significant relationship with the dimension of 
decentralized strategy-making; ‘delegation of decision authority’. One reason might be that 
delegation of decision authority increases the exposure to self-interest behavior and middle-level 
managers could possibly pursue market opportunities in contravention of overall strategy (Foss et 
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al., 2007; Guth and MacMilliam, 1986). Interactive control systems may fail to capture these 
negative effects derived from decisions taken without top management’s prior acceptance.  
Furthermore, from the empirical investigation interactive control processes are found to 
support a participative decision-making structure in ways that significantly enhance upside 
potential. Thus, upside potential is achieved through the involvement of people in the sales and 
marketing functions in identification of new market potential and initiatives to rein in these 
emerging opportunities. This is achieved because the regular direct discussions between top and 
middle-level managers is an effective way to exchange updated market insights from responsive 
initiatives in the field and using this updated knowledge proactively to organize new market 
opportunities. In other words, the interactive use of budget controls act as an effective information 
processing vehicle that integrates important elements of participative decision-making. More 
specifically, interactive use of budget controls may provide the important mechanism that link 
decision-makers across hierarchical levels and functional areas through open exchange of 
information and direct engagement in discussions about performance developments, environmental 
changes, and needed adjustments to corporate activities.  
Finally, from the empirical investigation interactive controls does not seem to enforce the 
positive relationship between strategic planning and the upside potential of corporate performance. 
This raises questions of the asserted benefits from interactive control systems in providing real-time 
strategic feedback and redirecting strategy by revising and updating strategic plans. This encourages 
further research that looks into the relationship between these control systems and strategic 
planning.
While these insights are tested in significant statistical relationships they are also uncovered 
from a single study, which despite a sound methodology has its limitations. Hence, we sampled 
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representative firms from among the largest companies in Denmark that obviously may represent a 
particular bias towards a geographical region that adhere to particular management principles 
practiced in a setting with a specific national culture. Even though all firms in the sample have a 
high degree of international business activities, we cannot exclude the possibility that some national 
headquarter biases persist. While we based the analysis on reliable responses and valid model 
constructs controlling for potential confounding factors, a single study poses limitations in the 
generalizability of the results. Hence, we encourage further replication studies in other country 
settings and with other industry constellations to retest the core results. We also see a promising 
potential in conducting more detailed studies to uncover the intricate relationships between the 
interactive use of budget controls, the strategic planning process and the decentralized decision 
structures that advance upside potential. This seems to open a fruitful path for future research 
efforts to better understand the role of interactive control in enhancing the performance effects of 
the dual strategy-making modes of planning and decentralization. 
 
4.2. Conclusion 
In short, a strategy-making model that incorporates strategic planning and decentralized initiatives 
balances opportunistic search for market opportunities with optimization of business operations 
where the interactive use of budget controls has positive moderating effects on the relationship 
between participation and the ability to realize upside potential. Upside potential reflects economic 
efficiencies in seizing and exploiting new business activities. This requires a high level of 
coordination of business activities that effectively seizes opportunities and turns them into viable 
commercial ventures that consistently realize their economic potential. This ability to combine 
decentralized exploration and central exploitation of opportunities with interactive control processes 
103 

is the basis for an adaptive dynamic capability that can deal effectively with turbulent 
environmental conditions. 
 
 
  
104 

REFERENCES 
Abernethy, M. A., & Brownell, P. 1999. The role of budgets in organizations facing strategic 
change: An exploratory study. Accounting, Organizations and Society, 24(3): 189–204. 
Achrol, R. S. 1997. Changes in the theory of interorganizational relations in marketing: Toward a 
network paradigm. Journal of the Academy of Marketing Science, 25(1): 56–71. 
Andersen, T. J. 2000. Strategic planning, autonomous actions and corporate performance. Long 
Range Planning, 33(2): 184–200. 
Andersen, T. J. 2004a. Integrating the strategy formation process: An international perspective. 
European Management Journal, 22(3): 263–272. 
Andersen, T. J. 2004b. Integrating decentralized strategy making and strategic planning processes 
in dynamic environments. Journal of Management Studies, 41(8): 1271–1299. 
Andersen, T. J., & Nielsen, B. B. 2009. Adaptive strategy making: The effects of emergent and 
intended strategy modes. European Management Review, 6(2): 94–106. 
Ansoff, H. I. 1988. The new corporate strategy. New York: Wiley. 
Ansoff, H. I., & MacDonnell, E. J. 1990. Implementing strategic management (2nd ed.). New York: 
Prentice Hall. 
Anthony, R. N., & Govindarajan, V. 2006. Management control systems. McGraw-Hill Higher 
Education. 
Banbury, C., & Hart, S. 1994. How strategy-making processes can make a difference. Strategic 
Management Journal, 15: 251–269. 
Barney, J. 1991. Firm resources and sustained competitive advantage. Journal of Management, 
17(1): 99–120. 
Belderbos, R., Tong, T. W., & Wu, S. 2014. Multinationality and downside risk: The roles of option 
portfolio and organization. Strategic Management Journal, 35(1): 88–106. 
Bentler, P. M. 1990. Comparative fit indexes in structural models. Psychological Bulletin, 238–246. 
Bettis, R. A., & Hitt, M. A. 1995. The new competitive landscape. Strategic Management Journal, 
16(S1): 7–19. 
Bisbe, J., & Otley, D. 2004. The effects of the interactive use of management control systems on 
product innovation. Accounting, Organizations and Society, 29(8): 709–737. 
105 

Bower, J. L. 1986. Managing the resource allocation process: A study of corporate planning and 
investment. Boston MA: Harvard Business School. 
Bower, J. L., & Gilbert, C. G. 2005. From resource allocation to strategy. Oxford University Press, 
USA. 
Bower, J. L., & Noda, T. 1996. Strategy making as iterated processes. Strategic Management 
Journal, 17: 159–192. 
Boyd, B. K., & Reuning-Elliott, E. 1998. A measurement model of strategic planning. Strategic 
Management Journal, 19: 181–192. 
Brews, P. J., & Hunt, M. R. 1999. Learning to plan and planning to learn: Resolving the planning 
school/learning school debate. Strategic Management Journal, 20(June 1998): 889–913. 
Burchell, S., Clubb, C., Hopwood, A., Hughes, J., & Nahapiet, J. 1980. The roles of accounting in 
organizations and society. Accounting, Organizations and Society, 5(1): 5–27. 
Burgelman, R. A. 1983. Corporate entrepreneurship and strategic management: Insights from a 
process study. Management Science, 29(12): 1349–1364. 
Burgelman, R. A. 1988. Strategy making as a social learning process: The case of internal corporate 
venturing. Interfaces, Paul Martin, 18(3 May-June): 74–85. 
Burgelman, R. A., & Groove, A. G. 1996. Strategic dissonance. California Management Review, 
38(2): 8–28. 
Burgelman, R. A., & Grove, A. S. 2007. Let chaos reign, then rein in chaos - repeatedly: Managing 
strategic dynamics for corporate longevity. Strategic Management Journal, 28(June): 965–
979. 
Camillus, J. C. 1975. Evaluating the benefits of formal planning systems. Long Range Planning, 
8(3): 33–40. 
Chenhall, R. H. 2003. Management control systems design within its organizational context: 
Findings from contingency-based research and directions for the future. Accounting, 
Organizations and Society, 28(2-3): 127–168. 
Child, J., & McGrath, R. G. 2001. Organizations unfettered: Organizational form in an information-
intensive economy. Academy of Management Journal, 44(6): 1135–1148. 
Dess, G. G., Ireland, D. R., & Hitt, M. A. 1990. Industry effects and strategic management research. 
Journal of management, 16(1): 7–27. 
106 

Dutton, J. E., & Ashford, S. J. 1993. Selling issues to top management. The Academy of 
Management Review, 18(3): 397–428. 
Dutton, J. E., Ashford, S. J., O’Neill, R. M., Hayes, E., & Wierba, E. E. 1997. Reading the wind: 
How middle managers assess the context for selling issues to top managers. Strategic 
Management Journal, 18(5): 407–425. 
Fishburn, P. C. 1977. Mean-risk analysis with risk associated with below-target returns. The
American Economic Review, 67(2): 116–126. 
Floyd, S. W., & Wooldridge, B. 1994. Dinosaurs or dynamos? Recognizing middle management’s 
strategic role. The Academy of Management Executive, 8(4): 47–57. 
Floyd, S. W., & Wooldridge, B. 1997. Middle management’s strategic influence and organizational 
performance. Journal of Management Studies, 34(3/May): 465–485. 
Fornell, C., & Larcker, D. F. 1981. Evaluating structural equation models with unobservable 
variables and measurement error. Journal of Management Research, 18(1): 39–50. 
Foss, K., Foss, N. J., & Klein, P. G. 2007. Original and derived judgment: An entrepreneurial 
theory of economic organization. Organization Studies, 28(12): 1893–1912. 
Frecka, T. J., & Lee, C. F. 1983. Generalized financial ratio adjustment processes and their 
implications. Journal of Accounting Research, 21(1): 308–316. 
Frow, N., Marginson, D. E. W., & Ogden, S. 2010. “Continuous” budgeting: Reconciling budget 
flexibility with budgetary control. Accounting, Organizations and Society, 35(4): 444–461. 
Galbraith, J. R. 1995. Designing organizations: An executive guide to strategy, structure, and 
process. San Francisco: CA: Jossey Bass. 
Goold, M., & Quinn, J. J. 1990. The paradox of strategic controls. Strategic Management Journal, 
11(1): 43–57. 
Grant, R. M. 2003. Strategic planning in a turbulent environment: Evidence from the oil majors. 
Strategic Management Journal, 24: 491–517. 
Gul, F. A., & Chia, Y. M. 1994. The effects of management accounting systems, perceived 
environmental uncertainty and decentralization on managerial performance: A test of three-
way interaction. Accounting, Organizations and Society, 19(4-5): 413–426. 
Guth, W. D., & MacMilliam, I. C. 1986. Strategy implementation versus middle management self-
interest. Strategic Management Journal, 7: 313–327. 
107 

Hair, J. E., Black, W. C., Babin, B. J., Anderson, R. E., & Tatham, R. L. 2006. Multivariate data 
analysis (6th ed.). Upper Saddle River, NJ: Prentice-Hall. 
Hamel, G. 1996. Strategy as revolution. Harvard Business Review, 74(4): 69–82. 
Hart, S. L. 1992. An integrative framework for strategy-making processes. The Academy of 
Management Review, 17(2): 327–351. 
Henri, J. 2006. Management control systems and strategy: A resource-based perspective. 
Accounting, Organizations and Society, 31: 529–558. 
Hill, S., Martin, R., & Harris, M. 2000. Decentralization, integration and the post-bureaucratic 
organization: The case of R&D. Journal of Management Studies, 37(4): 563–586. 
Hofer, C. W., & Schendel, D. 1978. Strategy formulation: Analytical concepts. St. Paul, MN: 
South-Western. 
Hofmann, S., Wald, A., & Gleich, R. 2012. Determinants and effects of the diagnostic and 
interactive use of control systems: An empirical analysis on the use of budgets. Journal of 
Management Control, 23: 153–182. 
Hope, J., & Fraser, R. 2003. Beyond budgeting: How managers can break free from the annual 
performance trap. Boston, MA: Harvard Business School Press. 
Hu, L., & Bentler, P. M. 1999. Cutoff criteria for fit indexes in covariance structure analysis: 
Conventional criteria versus new alternatives. Structural Equation Modeling: A 
Multidisciplinary Journal, 6(1): 1–55. 
Huber, G. P. 1990. A theory of the effects of advanced information technologies on organizational 
design, intelligence, and decision making. Academy of Management Review, 15(1): 47–71. 
Hulland, J. 1999. Use of partial least squares (PLS) in strategic management research: A review of 
four recent studies. Strategic Management Journal, 20: 195–204. 
Ilinitch, A. Y., Aveni, R. A. D., & Lewin, A. Y. 1996. New organizational forms and strategies for 
managing in hypercompetitive environments. Organization Science, 7(3): 211–220. 
Jelinek, M., & Schoonhoven, C. B. 1990. The innovation marathon: Strategies for management 
change in high-tech corporations. Oxford, UK: Wiley-Blackwell. 
Jöreskog, K. G., & Sörbom, D. 1996. LISREL 8: User’s reference guide. Scientific Software 
International. 
Kanter, R. M. 1982. The middle manager as innovator. Harvard Business Review, 82(7/8): 150–
161. 
108 

Khandwalla, P. N. 1972. The effect of different types of competition on the use of management 
controls. Journal of Accounting Research, 10(2): 275–285. 
Kominis, G., & Dudau, A. I. 2012. Time for interactive control systems in the public sector? The 
case of the Every Child Matters policy change in England. Management Accounting Research, 
23(2): 142–155. 
Lane, P. J., Salk, J. E., & Lyles, M. A. 2001. Absorptive capacity, learning, and performance in 
international joint ventures. Strategic Management Journal, 22(12): 1139–1161. 
Lee, C. F., & Wu, C. 1988. Expectation formation and financial adjustment processes. The
Accounting Review, 63(2): 292–306. 
Lindsay, W. M., & Rue, L. W. 1980. Impact of the organization environment on the long-range 
planning process: A contingency view. Academy of Management Journal, 23(3): 385–404. 
Lorange, P. 1977. Strategic control: A framework for effective response to environmental change. 
Working Paper Sloan School of Management. 
Mao, J. C. T. 1970. Survey of capital budgeting: Theory and practice. Journal of Finance, 25: 349–
360. 
March, J. G. 1991. Exploration and exploitation in organizational learning. Organization Science, 
2(1): 71–87. 
Marginson, D. E. W. 2002. Management control systems and their effects on strategy formation at 
middle-management levels: Evidence from a U.K. organization. Strategic Management 
Journal, 23(September): 1019–1031. 
Medsker, G. J., Williams, L. J., & Holahan, P. J. 1994. A review of current practices for evaluating 
causal models in organizational behavior and human resources management research. Journal 
of Management, 20(2): 439–464. 
Miller, C. C., & Cardinal, L. B. 1994. Strategic planning and firm performance: A synthesis of 
more than two decades of research. Academy of Management Journal, 37(6): 1649–1665. 
Miller, K. D., & Leiblein, M. J. 1996. Corporate risk-return relations: Returns variability versus 
downside risk. Academy of Management Journal, 39(1): 91–122. 
Miller, K. D., & Reuer, J. J. 1996. Measuring organizational downside risk. Strategic Management 
Journal, 17: 671–691. 
Mintzberg, H. 1978. Patterns in strategy formation. Management Science, 24(9): 934–948. 
Mintzberg, H. 1994. Fall and rise of strategic planning. Harvard Business Review, 7: 107–114. 
109 

Mintzberg, H., & Waters, J. A. 1985. Of strategies, deliberate and emergent. Strategic Management 
Journal, 6(3): 257–272. 
Naranjo-Gil, D., & Hartmann, F. 2007. Management accounting systems, top management team 
heterogeneity and strategic change. Accounting, Organizations and Society, 32(7-8): 735–756. 
Nunnally, J. C. 1978. Psychometric theory (2nd ed.). New York, NY: McGraw-Hill. 
Otley, D. 1994. Management control in contemporary organisations: towards a wider framework. 
Management Accounting Research, 5(3-4): 289–299. 
Otley, D. T. 1999. Performance management: A framework for management control systems 
research. Management Accounting Research, 10(4): 363–382. 
Podsakoff, P. M., MacKenzie, S. B., Lee, J., & Podsakoff, N. P. 2003. Common method biases in 
behavioral research: A critical review of the literature and recommended remedies. Journal of 
Applied Psychology, 88(5): 879–903. 
Porter, M. E. 1985. Competitive Advantage. New York: Free Press. 
Quinn, J. J. 1996. The role of “good conversation” in strategic control. Journal of Management 
Studies, 33(3): 381–394. 
Reuer, J. J., & Leiblein, M. J. 2000. Downside risk implications of multinationality and 
international joint ventures. Academy of Management Journal, 43(2): 203–214. 
Richards, M. D. 1986. Setting strategic goals and objectives (2nd ed.). St. Paul: West Publishing 
Co. 
Roberts, J. 1990. Strategy and accounting in a U.K. conglomerate. Accounting, Organizations and 
Society, 15(1-2): 107–126. 
Rudd, J. M., Greenley, G. E., Beatson, A. T., & Lings, I. N. 2008. Strategic planning and 
performance: Extending the debate. Journal of Business Research, 61(2): 99–108. 
Schendel, D., & Hofer, C. 1979. Strategic management: A new view of business policy and 
planning. Boston, MA: Little, Brown and Company. 
Schreyogg, G., & Steinmann, H. 1987. Strategic control: A new perspective. Academy of 
Management Review, 12(1): 91–103. 
Simons, R. 1990. The role of management control systems in creating competitive advantage: New 
perspectives. Accounting, Organizations and Society, 15(1/2): 127–143. 
110 

Simons, R. 1991. Strategic orientiation and top management attention to control systems. Strategic 
Management Journal, 12: 49–62. 
Simons, R. 1994. How new top managers use control systems as levers of strategic renewal. 
Strategic Management Journal, 15(3): 169–189. 
Simons, R. 1995a. Control in an age of empowerment. Harvard Business Review. 
Simons, R. 1995b. Levers of control: How managers use innovative control systems to drive 
strategic renewal. Boston: Harvard Business School Press. 
Simons, R. 2000. Performance measurement and control systems for implementing strategies. 
Upper Saddle River: Prentice Hall. 
Simons, R. 2005. Levers of organization design: How managers use accountability systems for 
greater performance and commitment. Boston, MA: Harvard Business School Press. 
Sternard, D. 2012. Strategic adaptation: Cross-cultural differences in company responses to an 
economic crisis. New York: SpringerWien. 
Teece, D. J., Pisano, G., & Shuen, A. 1997. Dynamic capabilities and strategic management. 
Strategic Management Journal, 18(7): 509–533. 
Thomas, L. G. 1996. The two faces of competition: dynamic resourcefulness and the 
hypercompetitive shift. Organization Science, 7(3): 221–242. 
Tong, T. W., & Reuer, J. J. 2007. Real options in multinational corporations: Organizational 
challenges and risk implications. Journal of International Business Studies, 38: 215–230. 
Tuomela, T. 2005. The interplay of different levers of control: A case study of introducing a new 
performance measurement system. Management Accounting Research, 16: 293–320. 
Vancil, R. F., & Lorange, P. 1976. How to design a strategic planning system. Harvard Business 
Review, September: 75–81. 
Volberda, H. W. 1996. Toward the flexible form: How to remain vital in hypercompetitive 
environments. Organization Science, 7(4): 359–374. 
Widener, S. K. 2007. An empirical analysis of the levers of control framework. Accounting, 
Organizations and Society, 32: 757–788. 
Wooldridge, B., & Floyd, S. W. 1990. The strategy process, middle management involvement, and 
organizational performance. Strategic Management Journal, 11(3): 231–241. 
111 

Wooldridge, B., Schmid, T., & Floyd, S. W. 2008. The middle management perspective on strategy 
process: Contributions, synthesis, and future research. Journal of Management, 34(6): 1190–
1221. 
Wooldridge, J. M. 2002. Econometric analysis of cross section and panel data. Cambridge, MA: 
MIT Press. 
112 

Figure 1: The Integrative Strategic Management Model with Interactive Controls  
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Table 3.     Censored Tobit regressions for upside potential  
Est, SE Est, SE Est, SE 
Intercept 0.14 0.08 † 0.11 0.07 -0.05 0.08
Interactive control systems (ICS) 0.01 0.00 ** 0.01 0.00 *
Strategic Planning (SP) 0.02 0.01 **
Participation 0.01 0.01 *
Decentralization 0.00 0.00
   ICS*SP 0.00 0.00
   ICS*Participation 0.01 0.00 *
   ICS*Decentralization 0.00 0.00
Firm size 0.00 0.01 -0.01 0.01 -0.01 0.01
Operational changes -0.01 0.00 * -0.01 0.00 -0.01 0.00 †
Strategic changes 0.00 0.00 0.00 0.00 0.00 0.00
Internationalization 0.00 0.00 ** 0.00 0.00 ** 0.00 0.00 **
Diversification 0.00 0.00 0.00 0.00 0.00 0.00
Stock-exchange Listing 0.01 0.02 0.01 0.02 0.01 0.02
Legal Form 0.00 0.02 -0.01 0.02 0.00 0.02
Firm Age 0.00 0.00 0.00 0.00 0.00 0.00
Industry 1 -0.06 0.02 ** -0.06 0.02 ** -0.06 0.02 *
Industry 2 -0.03 0.02 -0.03 0.02 -0.02 0.03
Industry 3 -0.04 0.02 † -0.04 0.02 * -0.04 0.02
Industry 4 -0.03 0.03 -0.04 0.03 -0.03 0.03
Industry 5 -0.08 0.03 ** -0.08 0.03 ** -0.09 0.03 **
Industry 6 -0.07 0.06 -0.07 0.05 -0.07 0.04
Industry 7 -0.01 0.02 -0.01 0.02 -0.01 0.03
Industry 8 Omitted Omitted Omitted
N 174.00 174.00 174.00
F 4.02 3.95 2.90
d,f, 15.00 16.00 22.00
Significance 0.00 0.00 0.00
Note: †p<0.10, *p<0.05, **p<0.01, ***p<0.001.
Upside Potential
Model 3
      Dependent  
variable 
Independent 
variable
Upside Potential Upside Potential
Model 1 Model 2
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CHAPTER 4: MAKING RISK MANAGEMENT STRATEGIC:  
INTEGRATING ENTERPRISE RISK MANAGEMENT  
WITH STRATEGIC PLANNINGab 
ABSTRACT
In recent years, Enterprise Risk Management (ERM) has grown in significance. An increasing 
number of firms put substantial amounts of resources into ERM frameworks that claim to 
manage the risks and opportunities that affect the entire organization. Yet, there is a lack of 
knowledge whether and, if so, how these frameworks add value and improve firms’ 
performance. This study narrows the gap in ERM research by providing evidence that an 
integration of ERM and strategic planning is necessary to reap all of the potential that ERM has 
to offer. In other words, this study shows that strategic planning serves as a mediator between 
ERM’s effect on firm performance and the probability of financial distress through the lowering 
of a firm’s leverage. It further develops a measure of ERM that introduces more dimensions to 
the construct than earlier studies that have relied on dichotomous proxies. Drawing on a survey 
of 500 of the largest firms in Denmark, support is found for the proposed mediation relationship. 
Keywords: Enterprise risk management; strategic planning; firm performance; financial 
leverage 

a An earlier version of this paper has been presented at the Strategic Management Society Conference, 2014, 
Madrid.  
b I thank, without implicating, Jacob Lyngsie for comments on earlier versions of this chapter.
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1. INTRODUCTION
Early strategic management literature has shown that firms engage in sophisticated scanning, 
decision analysis, controls, and communication devices to keep up with fast-moving 
environments (Hambrick, 1982; Miller and Friesen, 1978; Priem, Rasheed, and Kotulic, 1995b). 
Much of the literature in strategic management has pointed to strategic planning as a way for 
firms to manage uncertainty and to prepare for the future direction of the firm (Andersen, 2000; 
Ansoff, 1988; Brews and Hunt, 1999; Kudla, 1980; Miller and Cardinal, 1994; O’Regan, Sims, 
and Gallear, 2008; Schendel and Hofer, 1979). In recent years there has been an increasing 
attention of embedding Enterprise Risk Management (ERM) within the strategic management 
processes  (Fraser & Simkins, 2009; Moeller, 2007).  Originating from the field of management 
accounting, ERM has presented a shift in how firms deal with risks (Power, 2009) and ERM is 
increasingly regarded as an essential management device that holistically evaluates and manages 
all of the risks faced by a firm. Literature suggests that ERM provides a significant opportunity 
for competitive advantage by identifying and assessing all of the risks that affect a firm’s value, 
and thus it enhances corporate risk awareness that encourages more sound operational and 
strategic decision-making (e.g. Arena, Arnaboldi, and Azzone, 2011; Hoyt and Liebenberg, 
2011).  
Nonetheless, the literature provides mixed support to the idea that ERM contributes to 
the value of a firm and its performance. A few studies have shown a positive relationship 
(Eckles, Hoyt, and Miller, 2014; Gordon, Loeb, and Tseng, 2009; Grace, Leverty, Phillips, and 
Shimpi, 2014; Hoyt and Liebenberg, 2011), others find no beneficial effects (Pagach and Warr, 
2010; Quon, Zeghal, and Maingot, 2012; Sekerci, 2012), while Lin, Wen, and Yu (2011) show 
that it erodes firm value. Such inconsistencies raise questions about whether the anticipated 
beneficial effects of ERM can be realized. Further, ERM proponents claim that firms need to 
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integrate ERM with their strategic planning process to benefit from so called ‘strategic risk 
management’ or ‘integrated risk management.’ Yet, surprisingly little academic attention has 
been paid to how these two management processes are integrated. Most research on ERM draws 
on literature from the field of finance and accounting. However, an integration of risk 
management with strategic management literature is warranted (Beasley and Frigo, 2009; 
Bromiley, McShane, Nair, and Rustambekov, 2014; Frigo and Anderson, 2011). This study 
responds to these calls and aims to add to the emerging ERM literature, as well as the strategic 
management literature, by enhancing the understanding of the relationship between the two 
practices. The study addresses two research questions. First, does ERM contribute to enhanced 
organizational performance? Second, how is this potential related to strategic planning? 
Specifically, how can firms benefit from integrating the ERM process with strategic planning?  
Furthermore, ERM has been described as an obscure and under-specified concept with 
several definitions (Mikes, 2005). This could explain the mixed findings of the relationship 
between ERM, firm value, and performance (Kraus and Lehner, 2012). Most of the research on 
ERM relies on publicly accessible data, measuring ERM as the appointment of a Chief Risk 
Officer (CRO), or on the basis of a word search on ERM in financial reports or other media. 
These dichotomous variables allow for little variance which might bias the results (Boyd, Gove, 
and Hitt, 2005; Nielsen, 2013). Neither do they capture the extent of ERM implementation 
(Beasley et al., 2008), nor the quality of the risk management processes (Mikes and Kaplan, 
2014). As Mikes and Kaplan (2014: 8) describe it: ERM exists in a vast variety, “deployed at 
different levels, for different purposes, by different staff groups in different organizations.” The 
lack of contemporary ERM frameworks, or not having a CRO, does not necessarily indicate that 
ERM processes are absent. Firms may not have an articulated ERM vocabulary, yet they may 
have risk management embedded into their managerial tactics (Corvellec, 2009). Rather than 
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addressing only those firms that explicitly subscribe to a specific ERM framework (e.g. COSO, 
2004; ISO31000, 2009), this study assumes that ERM is embedded into a firm’s practices and 
tactics, and it is not always articulated in the notion of ERM. Therefore, it develops an ERM 
measure based on the risk management process described in the literature. It further advances 
prior studies by using a data set from a survey conducted on the 500 largest firms in Denmark.  
Overall, this study contributes to the literature in two important ways. Firstly, the study 
sheds light on the relationship between risk management and strategic planning. It suggests that 
ERM can provide a firm with organizational capabilities that include an enterprise-wide risk 
awareness. Such risk consciousness in turn stimulates an incentive to emphasize strategic 
planning that coordinates strategic risk responses for obtaining or sustaining competitive 
advantage. Consequently, this study contributes to the strategic planning literature by discussing 
how risk management processes can increase the top managements’ ability to acquire and 
process information about the risks and opportunities that affect corporate survival and translate 
it into strategic decisions. The study also contributes to previous research on ERM by providing 
empirical evidence that ERM does indeed increase financial performance. Secondly, this study 
introduces a new measure of ERM, more specifically: the process dimension of ERM. Thus, the 
present study overcomes earlier shortcomings that treated ERM as a dichotomous variable.  
The rest of the paper is divided into four sections. The first section outlines the 
theoretical arguments for the proposed association between ERM and strategic planning which 
leads to a series of hypotheses. Subsequent sections include the methodology of the empirical 
study and a presentation of the results. The final section includes a discussion, evaluation of the 
limitations, and a summarization of the findings. 
2. THEORETICAL BACKGROUND & HYPOTHESES
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2.1. A current stance on the enterprise risk management literature 
The recent years’ numerous debacles, from frauds and scandals to the financial crisis, have 
created a demand from institutional investors, rating agencies, and stock exchanges for firms to 
take a more systematic approach to handling risks that can affect the entire organization. These 
developments in the business environment dynamism and legal requirements have spurred the 
growth of different risk management frameworks including ERM (Arena, Arnaboldi, and 
Azzone, 2010). Today ERM is regarded increasingly as signaling sound corporate governance, 
so firms can put themselves at risk by disregarding it (Martin and Power, 2007). Since the rise in 
the popularity of ERM in 1990s several guidelines and frameworks have been published that all 
claim to be a systematic process that treats the vast variety of risks that firms face in a holistic 
and integrated way (e.g. COSO, 2004; ISO31000, 2009). According to these frameworks, firms 
should seek to identify all of the risks, assess and evaluate them, design responses and 
mitigations, monitor the entire processes and make feedback adjustments if necessary, and 
communicate/report to the top management and the board of directors (Olson and Wu, 2008). 
These activities are executed in systematic processes with standardized procedures across the 
organization (Moeller, 2007). Further, the purpose of ERM is to handle risks in an integrated 
manner rather than the traditional risk management approach where risk management is a 
specialized and isolated activity; for instance the separation of insurance risk, financial risk, and 
technology risk into independent departments (Barton, Shenkir, and Walker, 2002).  Instead, 
risks are analyzed and reported across the entire organization. Accordingly, ERM represents an 
integrated approach to the management of the total risk that a firm faces (Dickinson, 2001). 
While there are numerous risk management frameworks, the COSO (2004) version has become 
one of the templates for best practice (Power, 2007, 2009). Comparing the described risk 
management process across the frameworks reveals several similarities, although there may be a 
terminological difference (Olson and Wu, 2008).  
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Empirical research in ERM has mainly focused on two areas: the impact of ERM on a 
firm’s value and performance, and the characteristics of ERM adopters. For example, 
Liebenberg and Hoyt (2003) and Pagach and Warr (2011) show that firms that carry higher 
levels of financial leverage are more likely than their less risky counterparts to adopt ERM. 
These results are supported by the prediction that firms with higher financial risk face a higher 
likelihood of financial distress, and thus have a stronger incentive to adopt methods aimed at 
reducing that likelihood (Pagach and Warr, 2011). Both studies use the appointment of a CRO 
as a proxy for ERM. Other studies reveal that a firm’s size and the presence of a CRO are 
important antecedents to ERM adoption (Beasley, Clune, and Hermanson, 2005). Reviewing the 
literature on ERM and its relationship with the value of a firm and its performance indicate 
mixed findings. Further, the methods used to measure ERM and the outcome variables are 
inconsistent, ranging from surveys and publically available data. One of the earlier studies using 
the CRO as an ERM proxy, found no statistically significant stock price reaction after adopting 
ERM (Beasley, Pagach, and Warr, 2008). Hoyt and Liebenberg (2011) compare firms with and 
without ERM initiatives by using word searches in financial reports and media as a measure, 
and they found that firms with ERM initiatives were associated with larger value premiums. 
Another study measuring ERM by word search similarly shows that firms experienced 
increasing operating profits per unit of risk and a reduction in stock volatility after ERM 
adoption (Eckles et al., 2014).   
Some studies have moved beyond measuring ERM as a dichotomous variable. For 
example, Gordon et al. (2009) developed an index for the firm’s ERM anddemonstrated that the 
ERM and the firm value relationship is contingent on the firm’s contextual factors including 
environmental uncertainty, industry competition, firm size, firm complexity, and board 
monitoring. McShane et al. (2011) used S&P’s risk management rating of insurance companies 
124 

as a proxy for ERM sophistication.  The authors found that as firms put more emphasis on 
reliable control systems for managing risks the firms’ value increased. They did not find a 
statistically significant relationship between the value of the firms and the firms’ movement 
beyond silo risk management into coordinated ERM. Baxter et al. (2013) also used S&P’s ERM 
rating as an ERM proxy and found a statistically significant positive relationship between ERM 
rating and firm performance in insurance and banking firms. Quon, Zeghal, and Maingot (2012) 
measured ERM adoption by the level of risk assessment reported in annual reports and financial 
statements and did not find an effect on performance. The result of a study by Grace et al. 
(2014) shows that firms that put more emphasis on a combination of ERM-related activities 
(including weight on a simple economic capital model, having a dedicated risk manager or risk 
management team, and risk managers reporting to the board) reaped the benefits of an improved 
cost and revenue efficiency. The authors also found that moving from simple risk-based capital 
allocation models to more advanced models – based on scenarios, stress test, and stochastic 
simulation – did not contribute to any further performance efficiency improvements. 
2.2. Enterprise risk management from a strategic management perspective 
The ERM process has been described in the literature as a continuous process of identifying, 
analyzing, evaluating, responding, reporting, and monitoring risks in an iterative cycle (Moeller, 
2007). Management scholars have argued that the process of identifying, analyzing, and 
responding to risks is key for managing strategic risks (Baird and Thomas, 1985) and critical 
components of firm capabilities (Day, 1994) for organizational adaption (Milliken, 1990). 
Hence, the assessment of risks and opportunities typically constitutes the first phase of the 
normative model of the strategic management process (Wheelen and Hunger, 2010). The 
identification of strategic risks has received different descriptions in the literature such as 
awareness (Lant, Milliken, and Batra, 1992), strategic surveillance (Preble, 1992; Schreyogg 
125 

and Steinmann, 1987), and environmental scanning (Aguilar, 1967). The risk identification is 
the processes of acquiring information on potential events (Aguilar, 1967; Daft, Sormunen, and 
Parks, 1988) with potential strategic implications (COSO, 2004). In the strategic management 
literature, environmental scanning has been described as an organizational necessity for long-
term survival (Weitzel and Jonsson, 1989). Failure to scan the environment can be an early 
indicator of organizational decline (Daft and Weick, 1984; Thomas, Clark, and Gioia, 1993; 
Thomas and McDaniel, 1990). Although the literature has focused on external scanning, 
emerging literature posit that both internal and external scanning are important to firm 
performance (Garg, Walters, and Priem, 2003). Firms that acquire extensive information before 
making decisions are better equipped to identify viable choices (Dean and Sharfman, 1996), 
which has been shown to be essential for strategic success (Child, 1997) and to firm 
performance (Bourgeois, 1985; Garg et al., 2003).  Hence, scanning is an important initial step 
in a chain of activities that leads to organizational adaption as an “organization’s executives can 
only act on those phenomena to which their attention is drawn” (Hambrick, 1981: 299).  
By interpreting the identified events (risk and opportunities), information on both the 
environment itself and the actions required to meet those conditions are structured to foster 
meaning and understanding (Paine and Anderson, 1977). In fact, “the imposition of meaning on 
issues characterized by ambiguity has become a hallmark of the modern top management” 
(Thomas et al., 1993: 240).  The purpose of interpretation is to analyze risk and opportunities 
that are relevant to the firm and to develop a comprehensive analysis of the complete 
organization-environment ‘fit’ (Newgren, Rasher, and LaRoe, 1984). Barr explained that  “a key 
component in a firm's strategic response to unfamiliar environmental events is the interpretation 
managers develop about the event itself” (Barr, 1998: 644). Along the same lines, Mintzberg, 
Raisinghani, and Théorêt (1976: 274) emphasize that “diagnosis is probably the single most 
important routine, since it determines in large part, however implicitly, the subsequent course of 
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action.” Langley (1990) found that a systematic study of issues and events in strategic decisions 
aided the convergence toward actions. Such formal analysis supports strategic decision-making 
by reducing uncertainty around a decision, providing analysis for decision alternatives, and 
assessing the internal viewpoints in the firm (Langley, 1989). Thus,  the phase of interpretation 
has been characterized as critical to a firm’s success and survival (Dutton and Duncan, 1987a).  
The interpretation of the events and associated actions enables firms to prepare informed 
risk response choices of accepting, avoiding, transferring, or mitigating the risk exposure (Lam, 
2003; Moeller, 2007) and turning these exposures into opportunities (Bromiley et al., 2014). 
Dependent on how risks are assessed, judgements of the correct course of action are not 
homogenous across organizations (Adner and Helfat, 2003). Several of these responses toward 
risks may involve some change dependent on probability, impact, and urgency. These changes 
may be small-scale such as procedural changes, or extensive changes such as decisions about 
mergers and acquisitions, product launches, or corporate restructurings. The important role of 
strategic planning in managing change has been emphasized in seminal work on formal planning 
processes (Ansoff, 1982; Chandler, 1962; Schendel and Hofer, 1979), because strategic planning 
may serve as an important mechanism in translating risk exposures into an “effective and timely 
initiation and implementation of strategic change” (Dutton and Duncan, 1987b: 103).  By 
integrating ERM with strategic planning these risk responds can arguably turn into “reality as 
the organization ‘programs’ them into the development of new routines and capabilities aimed at 
achieving the kinds of outcomes that the ideal future envisions” (Liedtka, 2000: 197). The 
identification and decision-making process is distinct from the creation of strategic plans, and 
these two processes call for very different, but integrated, processes (Mankins and Steele, 2006). 
Thus, it can be argued that firms that manage to integrate the ERM process with their strategic 
planning can develop important managerial capabilities. As such, integrating ERM and strategic 
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planning can enhance the ability to successfully respond and adapt to changing circumstances by 
enhancing firms’ capabilities to effectively configure and deploy resources (Eisenhardt and 
Martin, 2000; Nair, Rustambekov, Mcshane, and Fainshmidt, 2013). Thus, integration of these 
processes can represent a dynamic managerial capability (Adner and Helfat, 2003) and 
contribute to the ability of firms to build and sustain competitive advantage.
2.3. Hypotheses 
In the ERM literature, proponents claim that the underlying objective of ERM is to increase 
shareholder value and firm performance (Beasley et al., 2008; Kraus and Lehner, 2012; Pagach 
and Warr, 2010). Further, ERM adds value by reducing or eliminating “costly lower-tail 
outcomes” (Beasley et al., 2008; Pagach and Warr, 2010) such as financial distress (Pagach and 
Warr, 2011). On the other hand, ERM should not only protect against lower-tail outcomes but it 
should support the firm in recognizing untapped opportunities (COSO, 2004).  As ERM is not 
just about reducing or mitigating risks but turning these exposures into opportunities (Bromiley 
et al., 2014). 
Nocco and Stulz (2006) posit that ERM can provide firms with a long-running 
competitive advantage if it is managed appropriately. For example, it differs to ad-hoc risk 
management in that it entails a systematic process of identifying and analyzing risks and 
deciding on risk responses from a company-wide perspective (Dickinson, 2001; Kleffner, 
Lee, and McGannon, 2003; Sobel and Reding, 2004). That is, it takes a strategic approach to 
risk management taking into account the firm-specific (unsystematic) risks that firms face 
(Bromiley et al., 2014). As “the continuous management of unsystematic risk lies at the heart 
of strategic management” (Bettis, 1983: 408) studying ERM from a strategic management 
perspective may offer some important advantages. Firm-specific risk-taking concerns 
investments in markets or resources intended to create a competitive advantage (Damodaran, 
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2007). Because of the increasing globalization of markets, intensified competition, and 
constraints from fast-developing technologies, firms must continually search for new sources of 
advantage through firm-specific risk-taking in investments that have both significant upside and 
downside potential (Chatterjee, Wiseman, Fiegenbaum, and Devers, 2003). Firms should 
“manage the riskiness of these investments by engaging in risk management activities that 
reduce the probability that a company will experience financial distress” (Wang, Barney, and 
Reuer, 2003). Thus, the firm-specific investment rationale can be seen as a plausible explanation 
for positive effects that are derived from ERM processes (Andersen, 2008).  
In order for ERM to be of value, by continually identifying and assessing how firms can 
respond to and take on strategic risks, it must become part of the firm’s core competences 
(Chatterjee et al., 2003). By developing ERM into a core competence, firms can experience an 
increased capital efficiency in that ERM enhances a firm’s ability to allocate corporate resources 
on an informed risk-reward trade off basis (Grace et al., 2014; Aabo, Fraser, and Simkins, 
2005). That is, firms choose between firm-specific investments by assessing the return on the 
investments after compensating for the costs associated with the increase in the total risk of the 
firm (Nocco and Stulz, 2006).  Hence, ERM may add value by proactively seeking to improve 
the risk-return aspect of decision-making. On the contrary, ad hoc risk management may lead to 
an inefficient resource allocation (Hoyt and Liebenberg, 2011) and result in temporary 
advantages at best (Chatterjee et al., 2003). Thus, ERM can serve as an important management 
device that can improve firm performance through firm-specific risk taking, which are in turn 
essential sources of competitive advantage (Andersen, 2008; Bromiley et al., 2014; Chatterjee et 
al., 2003; Wang et al., 2003). The discussion above leads to the first hypothesis:  
H1: Emphasis on the ERM process increases firm performance. 
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Strategic planning and its benefits have been studied extensively in the strategic 
management literature (for a recent literature review see Wolf and Floyd, 2013) and is 
considered as one of the most influential tools for strategic management (Meissner, 2014). 
Several studies indicate that strategic planning results in superior financial performance (Boyd, 
1991; Capon, Fakley, and Hulbert, 1994; Hopkins and Hopkins, 1997; Pearce, Freeman, and 
Robinson, 1987; Schwenk and Shrader, 1993). Yet, critics of strategic planning argue that plans 
that are too formalized stifle the organizations ability to react to unexpected environmental 
developments (Hamel, 1996; Mintzberg, 1994), as strategic plans “are blinders designed to 
focus direction and block out peripheral vision” (Mintzberg, 1990: 184). Other studies suggest 
that strategic planning has evolved beyond simply being a forecasting and resource allocation 
device to become a mechanism that provides both guidance and flexibility (Andersen, 2009; 
Canales and Vilá, 2008; Grant, 2003). For example, strategic planning has been found to be of 
additional value for decisions of a more risky nature (Sinha, 1990). More recent studies provide 
findings that show that strategic planning does indeed result in a superior performance 
particularly in dynamic environments (Andersen, 2000; Brews and Hunt, 1999; Miller and 
Cardinal, 1994; O’Regan et al., 2008). Several studies propose that firms operating in 
environmentally complex and uncertain environments tend to put more emphasis on rational 
decision-making processes such as strategic planning (Banbury and Hart, 1994; Bourgeois and 
Eisenhardt, 1988; Brews and Hunt, 1999; Kukalis, 1991).  
In the strategic management literature, planning has been described as a systematic and 
rational process of establishing ends and means (Andrews, 1971; Chandler, 1962; Gimbert, 
Bisbe, and Mendoza, 2010).  Ends represent missions, goals, and objectives set by the 
organization, and means are the programs of actions and operational plans that marshal 
organizational resources (Brews and Hunt, 1999). Accordingly, the strategy literature on rational 
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decision-making describes strategic planning as a four-step model: specification of objectives, 
strategy generation, strategy evaluation, and monitoring of results (Boyd and Reuning-Elliott, 
1998). 
Scholars who advocate strategic planning have asserted that strategic planning provides 
benefits and drives performance by coordinating strategic decision-making though aspirations 
and  performance goals, and by providing direction and control by integrating different parts of 
the organization (Meissner, 2014). Langley (1988: 49) asserts that “strategic planning is really a 
plea for leadership and direction.”  It has been described as a process that codifies actions and 
processes leaving little to chance and helping firms to avoid being caught off guard in unstable 
environments (Slevin and Covin, 1997). Further, strategic planning has been described as 
assistance to managers in the integration and control of various parts of a firm (Grinyer, Al-
Bazzaz, and Yasai-Ardekani, 1986; Vancil and Lorange, 1976). Firms put an emphasis on 
strategic planning as a means to enhance coordination and communication, which can ensure 
that firm members are working toward the same goals (Andersen and Nielsen, 2009; Andersen, 
2004; Grant, 2003), and thus reduce position bias (Ketokivi and Castañer, 2004). Such 
integrative capabilities and functional coordination should enhance organizational effectiveness 
and ultimately firm performance.   
From the discussion above the following hypothesis has been developed: 
H2: Emphasis on strategic planning increases firm performance. 
According to COSO, ERM is directly related to “strategy setting” (COSO, 2004). Proponents of 
ERM have been advocating the importance of integrating ERM and strategic planning (Beasley, 
Branson, & Pagach, 2015; Fraser & Simkins, 2009; Frigo & Anderson, 2011; Moeller, 2007). 
Overlooking linking risk management to strategic planning can create critical “blind spots” in 
strategy execution (Beasley and Frigo, 2009). In the strategic management literature there is a 
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vast consensus that systematic scanning activities (to identify, analyze, and monitor risks and 
opportunities) are considered to be an imperative antecedent to strategic planning and strategic 
decision-making (Garg et al., 2003; Hambrick, 1982; Rhyne, 1986). Scanning and 
environmental analysis are considered to be a necessary precursor to the development of goals 
and strategic plans (Dess, 1987); and statistically a significant relationship between systematic 
scanning practices and  strategic planning has been displayed (Temtime, 2004).   
An ERM process that extensively identifies and analyzes firm-specific risks and 
proactively prepares risk responses increases the corporate risk awareness of the firm 
(Liebenberg and Hoyt 2003).  Research has shown that such a stronger awareness increases the 
firm’s emphasis on strategic planning. For example, O’Regan et al. (2008) found that firms’ 
awareness of environmental threats leads to more emphasis on strategic planning. Their study 
further showed that strategic planning serves as an important mediating mechanism between risk 
awareness and financial performance. This mediating relationship can be explained by that firms 
that are aware of risks that threaten them tend to respond by trying to achieve control of those 
risk situations. In the threat-rigidity literature, risk has been conceptualized as a loss of control 
rather than a loss of tangible resources (Chattopadhyay et al., 2001; Ocasio, 1995). Strategic 
planning may provide senior managers with a feeling of confidence and control (Falshaw, 
Glaister, and Tatoglu, 2006). In that, a stronger awareness of the environmental jolts that the 
firm faces leads to efforts to gain a sense of mastery by emphasizing strategic planning since “it 
sets a general direction for the firm and allows the top management team and the rest of the 
organization to focus on execution” (Bourgeois and Eisenhardt, 1988: 829). 
Consequently by ensuring convergence toward action (Langley, 1990), ERM may 
provide the decision threshold trigger for change; while strategic planning incorporates these 
decisions on how to respond to risks and opportunities through the strategic decision-making of 
the firm. As “strategic planning is the continuous process of making present entrepreneurial 
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(risk-taking) decisions systematically and with the greatest knowledge of their futurity” and by 
“organizing systematically the efforts needed to carry out these decisions (Drucker, 1974: 125). 
In conclusion, ERM can assist the firm in developing an aggregated picture of how it can 
maneuver most advantageously in the risk landscape; while strategic planning coordinates and 
communicates these efforts into corporate actions through means and ends. ERM provides an 
input over causal links between desired outcomes, events that possibly affect these outcomes, 
and actions that respond to these events. Strategic planning filters and processes these inputs and 
provides a clear and workable scheme for taking action (Liedtka, 2000). Thus, it is expected that 
firms that put more emphasis on having ERM processes are more inclined to make use of 
strategic planning to ensure that these decisions are implemented through goal setting, planning, 
and evaluation.  
 Together, the above arguments suggest that strategic planning mediates ERM’s positive 
effect on firms’ performance, and suggest the following hypothesis: 
H3: ERM’s positive effect on firms’ performance is mediated by strategic planning. 
The hypothesized relationships are illustrated in the model shown in Figure 1.
------- Insert Figure 1 about here ------- 
3. METHODS
To test for the hypothesized relationships, the study used both primary and secondary data. The 
primary data was collected in 2013 using a mailed questionnaire that was sent to the Chief 
Financial Officer (CFO) or the head of finance in 500 of the largest Danish firms. Secondary 
data was collected from the Navne and Numre database (http://www.nnerhverv.dk/), including 
the firms' financials, industry affiliation, number of employees, stock market listing, legal form, 
and founding year. The 500 firms cover a broad set of industries, including manufacturing, 
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construction, retailing, financial services, and other professional services. Before the actual 
study took place, the survey instrument and measures were pretested on three managers to 
receive an impression of how the questions would be perceived. Subsequently the survey was 
tested on 45 managers from firms that were not included in the main sample. Based on the pre-
test, some minor clarification improvements were made. In April 2013, the CFO’s of the 
respective firms were approached with a personalized covering letter and a two page 
questionnaire. Three weeks later, a second letter was sent to the managers who had not 
responded in the first round; these letters produced 141 responses. In June 2013, a marketing 
bureau was engaged to contact the remaining managers by phone resulting in a total of 298 
responses (i.e. a response rate of 59.6 %). The obtained data was tested for a potential non-
response bias by sector, size, turnover, and a number of other financial aspects to compare the 
responding companies with the population of the 500 largest companies in Denmark. None of 
the tests gave any cause for concern. The dependent variable was based on data from a different 
source than the independent variables which limits the danger of a common method bias. Only 
firms with a complete data set were included in the subsequent analyses, resulting in 260 
observations.  
In all of the analyses, the independent variables were lagged by one year (t-1) to ensure 
that the explanatory variables occurred before the outcome variable. Also in line with the 
recommendations of Petersen (2009), robust standard errors were applied throughout the data 
analysis.  
3.1. Measures 
The enterprise risk management process. The activities of the ERM process described in two 
of the leading ERM frameworks (COSO, 2004; ISO31000, 2900) served to define the 
components of the overriding ERM process construct. Further, the ERM process shares 
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characteristics of the scanning, interpretation, and action processes described in the management 
literature (e.g. Baird and Thomas, 1985; Thomas et al., 1993). Finally, the ERM process was 
assessed by asking the CFOs to judge the extent to which the firm, during the past three years, 
had been putting an emphasis on: (1) having a policy for handling major risks that could affect 
the firm’s ability to reach its strategic objectives, (2) having standard procedures in place for 
identifying major risks and opportunities, (3) analyzing risks and opportunities as a basis for 
determining how they should be managed, (4) having standard procedures in place for launching 
risk-reducing measures, (5) preparing regular risk reports for the top management and the board 
of directors, and (6) having standard procedures in place for monitoring the development of 
major risks and the risk-reducing measures that have been launched. The respondents used a 7-
point Likert-scale ranging from 1 (“totally disagree”) to 7 (“totally agree”). The scale was tested 
further on a focus group of ten participants from five different firms, all of them have had 
different approaches toward risk management, which showed that perception and experience 
with risk management corresponded to the construct (DeVellis, 2011). Finally, employing 
exploratory factor analysis (EFA) the construct exhibited a high Cronbach’s alpha estimate 
(.93). The mean of the six items was used as a measure for ERM. 
Strategic planning. Following several other authors, this study used Boyd and Reuning-
Elliott's (1998) scale to capture strategic planning (e.g. Andersen, 2000; Rudd et al., 2008). 
Responses were collected using a 7-point Likert scale (1 equaling “no emphasis” to 7 equaling 
“strong emphasis”). For the present data set, the scale exhibited a Cronbach’s alpha of .77. The 
measure that was applied to strategic planning was the overall mean of the five items. The 
appendix provides details on the measures used in the survey.  
Dependent variable. Profitably or financial performance has been the dominant measure 
of performance in strategy research (Venkatraman and Ramanujam, 1986). Similar to a large 
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number of studies that have tried to appreciate the effectiveness of strategic decision-making 
processes, the success of the ERM process and strategic planning was measured as the firm’s 
financial performance (e.g. Mueller, Mone, and Barker, 2007; Priem et al., 1995a; Robert Baum 
and Wally, 2003). The firm’s performance was assessed by their return on assets (ROA), which 
has been a common measure of operating performance in the strategic management literature 
(Collins and Ruefli, 1992). 
Controls. Several variables were used as controls in the data analyses. To control for 
potential sample heterogeneity, industry controls were included in the model (Dess, Ireland, and 
Hitt, 1990).a Past research suggests that firm size may affect strategy making processes (e.g. 
Lindsay and Rue, 1980; Rauch, Wiklund, Lumpkin and Frese, 2009), and was therefore 
included as a control variable and operationalized as the natural logarithm of the average of the 
number of employees between 2010-2012. To control for performance effects due to recent 
strategic or structural changes, the survey respondents were asked to assess whether the firm had 
made recent significant structural and strategic changes on two respective 7-point Likert scales. 
To control for managerial career horizon effects, the tenure of the respondents (the CFOs) was 
included as a control in the analysis (Abernethy, Bouwens, and Van Lent, 2013). Diversification 
and internationalization were measured by asking the CFO of the percentage share of the firm’s 
turnover from primary and foreign markets, respectively. Both strategies expand the number of 
strategic choices and make the firm less vulnerable to abrupt changes in business or local 
markets, and thus can generate favorable risk outcomes (Andersen, 2011; Reuer and Leiblein, 
2000). Additionally, stock-exchange listing, legal form, and firm age were controlled. The firm’s 
stock-exchange listing might facilitate access to financial resources that are necessary for 
adaptation and exploitation of market opportunities. The firm’s legal form can have an effect on 

a The firms were organized into their main industries in terms of NACE codes (the European Commission’s 
equivalent to the United States’ SIC codes). The codes were divided according to Statistics Denmark’s standard 
grouping  (Statistics Denmark, 2007). The appendix provides details on the industries based on the NACE codes. 
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its risk behavior, since sole proprietorship entails personal liability whereas corporations have a 
limited liability. The firm’s age tends to be related to more bureaucratization which promotes 
lower flexibility and adaptability. Further, since the appointment of a CRO has been found to be 
associated with ERM adoption (Beasley et al., 2005), this variable was included in the analysis. 
3.2. Validity  
Given the high zero-order correlation between the ERM and strategic planning constructs and 
theoretical inter-relatedness between scanning, interpretation, and planning (Love, Priem, and 
Lumpkin, 2002), common factor analysis (with Maximum Likelihood (ML) used as the 
estimator) was applied in order to evaluate convergent and discriminant validity. The 
Comparative Fit Index (CFI) was .97, and thus greater than the recommended threshold of .8. 
The Root Mean Square Error of Approximation (RMSEA) was .07 and the Standardized Root 
Mean Square Residual (SRMR) was .04, thus the model fit was acceptable (Loehlin, 1998) (see 
appendix for the results). All of the items loaded significantly (p < .001).  
An exploratory factor analysis (EFA) was applied with an oblique rotation method 
(promax) since the constructs are theoretically expected to be highly correlated (Gorsuch, 1983). 
From the analysis, the ERM construct exhibited high factor loadings ranging from 0.84 to 0.91. 
The strategic planning construct had weights of between .55 and .80. Any items with a low score 
were retained because they have exhibited good quality in prior data sets (e.g. Andersen, 2000; 
Rudd et al., 2008). The reliability of each scale was assessed with Cronbach alpha coefficients. 
Each scale achieved an alpha varying between .77 and .93, which exceeds the commonly used 
threshold value for exploratory research (Nunnally, 1978). To assess composite reliability and 
discriminant validity, the method by Fornell and Larcker (1981) was used. The composite 
reliability was all greater than .70 (from .75 to .93, with the strategic planning and ERM 
processes in respective ends), thus above the commonly accepted threshold value of .70. For the 
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risk management construct, the average variance extracted (AVE) measured 0.70, and thus 
exceeded the commonly accepted threshold value of .50 (Hair, Black, Babin, Anderson, and 
Tatham, 2006). Strategic planning fell below this threshold with AVE = .43.  
The AVE for the correlated latent variable was greater than the square of the correlation 
between the latent variables, thus discriminant validity was obtained (Fornell and Larcker, 
1981). Furthermore, convergent validity was satisfactory for the ERM construct since all of the 
items had correlations greater than .50 with their respective constructs (Hulland, 1999). (The 
correlations between the items and construct are presented in appendix). 
4. RESULTS & ROBUSTNESS ANALYSIS
4.1 Results  
Descriptive statistics and correlation coefficients for all of the variables used in the study are 
provided in Table 1. The correlation coefficients between the two independent variables were 
below 0.60, suggesting that multicollinearity was no cause of concern. Further, both ERM and 
strategic planning exhibited low variance inflation factor (VIF) scores of 1.63 and 1.43 
respectively, indicating that there was no multicollinearity problem (Belsey, Kuh, and Welsch, 
1980). The correlation coefficients were significant (p<0.05) and in the predicted direction. 
------- Insert Table 1 about here ------- 
The hypotheses were tested by ordinary least squares (OLS) regression analysis to 
determine the relationship between the independent variable, mediator, and dependent variable. 
Regressions were run with and without the control variables to assess the relative importance of 
the variables (Wooldridge, 2002). The base model in Table 2 presents the results. 
------- Insert Table 2 about here ------- 
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The results show that the control variable ‘structural change’ is statistically significant to 
firm performance (p<0.05) and with a negative association. Extensive transformations 
frequently represent large capital outlay and return on investments is often delayed. Thus, 
lagged effects in performance can be captured only if the data is collected over longer time 
periods (Faulkner, 2002). Conflicting with Beasley, Pagach, and Warr's  (2008) study, this study 
finds that the appointment of a CRO is associated with an enhanced performance (p<0.05).  
Hypothesis 1 was tested by entering ERM into model 1, and the hypothesis was accepted 
(p<0.05). Strategic planning was entered in model 2 accepting hypothesis 2 on performance 
(p<0.01). To test hypothesis 3, Baron and Kenny's (1986) mediation approach was followed. 
Model 3 shows that ERM has a positive significant effect on strategic planning (p<0.001). 
Finally, it is shown in model 4 that when both ERM and strategic planning are included in the 
model, ERM turns out to be insignificant while strategic planning remains significant (p>0.05), 
indicating full mediation. In addition to this, after entering ERM and strategic planning in model 
4 a significant change in the F-statistics was produced (p<0.05), therefore it can be concluded 
that these variables significantly contribute to the model’s explanatory power. In addition to 
Baron and Kenny’s 4-step approach a Sobel test was conducted (Sobel, 1982). The indirect 
effect on the outcome variable was significant (p<0.05).  
4.2. Auxiliary study: ERM, financial leverage, and financial distress  
ERM is said to add value by preserving as much of the upside while reducing or eliminating 
costly lower-tail outcomes (Beasley et al., 2008; Pagach and Warr, 2010) such as financial 
distress (Pagach and Warr, 2011). Although the effect on leverage from ERM adoption is 
ambiguous (Pagach and Warr, 2010), one can assume that if firms have decided to lower the 
probability of financial distress, a reduction in financial leverage as a consequence of ERM 
seems likely (Hoyt and Liebenberg, 2011). As leverage increases financial risk (Miller and 
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Bromiley, 1990) and studies have found that high leverage is a primary cause of financial 
distress (Al-Najjar and Taylor, 2008; Leland and Pyle, 1977). Firms that operate in 
environments with high business risk need to be in stronger equity positions that provide the 
availability of funds for firm-specific investments, such as R&D investments or new product 
launches (O’Brien, 2003). By maintaining low leverage ratios, firms retain more capital reserves 
as a buffer to absorb adverse impacts from risk exposures (Andersen, 2009) and thereby 
decrease the probability of financial distress (Meulbroek, 2002).  Hence, further investigation of 
ERM and strategic planning’s effect on financial leverage (or what has been defined as the 
indirect effect on the probability of financial distress (Pagach and Warr, 2010)) seems merited. 
Therefore, an alternative model with the same specifications using ERM and strategic planning 
as independent variables but with financial leverage as an outcome variable was examined. 
Leverage has been used as a proxy for the severity of financial distress (e.g. Whitaker, 1999) 
and it has been measured as the total debt divided by the total assets (Donker, Santen, and Zahir, 
2009; Whitaker, 1999), or the total debt divided by the total equity (Andersen, 2009; Shapiro 
and Titman, 1986). The results from the analysis are shown in Table 3. 
------- Insert Table 3 about here ------- 
All of the models were tested on a logged variable of debt-to-equity and debt-to-asset. 
The results show that large firms have larger leverage ratios than small firms (p<0.001). These 
results are in accordance with previous empirical studies (e.g. Hall, Hutchinson, and Michaelas, 
2000; Michaelas, Chittenden, and Poutziouris, 1999; Petersen and Rajan, 1994). This can be 
explained by the fact that larger firms have easier access to borrowing capital at a reasonable 
rate, which affects their financing decisions (Titman and Wessels, 1988). Furthermore, the 
results indicate that ‘internationalization’ decreases the leverage ratio. Earlier studies have found 
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that geographical diversification can lower a firm’s financial risk (Andersen, 2011; Liang and 
Rhoades, 1988). 
When the variables presented in the base model are controlled for, ERM has a negative 
and significant (p<0.05) effect on leverage (model 1). Specifically, one standard deviation 
increase in ERM show a decrease in the predicted leverage measured by debt-to-assets and debt-
to-equity by approximately 7% and 14% respectively. Similarly, strategic planning has a 
negative and significant (p<0.05) effect on leverage (model 2). Model 4 includes the mediation 
between ERM and strategic planning. The results indicate that strategic planning fully mediates 
the effect from ERM on leverage and the model improves the overall explanatory power. One 
interpretation of these findings is that from the process of systematically identifying risks, senior 
managers may foresee an increase in the firm’s business risk and as a consequence decide to 
reduce these exposures by reducing its leverage. This reduction in leverage can provide the firm 
with future flexibility if these risks develop into actual events or, in the worst case scenario, a 
firm crisis. In turn, it may reduce the probability of financial distress.    
4.3. Robustness Analysis  
One major concern in management studies is endogeneity. To mitigate any concern of 
endogeniety due to a reverse causality, the explanatory variables were regressed on lagged 
dependent variables (Aebi, Sabato, and Schmid, 2012). The data on the explanatory variables 
represents an average emphasis on an ERM process and strategic planning throughout 2010-
2012. The outcome variable was lagged for one year, representing financial data from 2013.  
Stock-listed firms are more regulated and face higher legal requirements of ERM than 
non-listed firms (Liebenberg and Hoyt, 2003). Thus, the ERM process may be different in listed 
firms than in non-listed firms.  Further, larger firms may have more resources at their disposal to 
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facilitate the ERM process, therefore such processes might differ to the ERM processes in small 
firms. To rule out that the association between ERM and performance was driven by these 
factors, two additional robustness analyses were conducted. The model was re-run on two 
different sub-samples:  (1) listed firms (n=229) and (2) large firms (more than 100 employees; 
n= 232). The two additional analyses did not alter the findings of the original model. 
Finally for a subsample (n=149), strategic planning in 2009 was controlled to ensure that 
ERM’s effect on the strategic planning in 2010-2012 (Model 4) was not a result of a duration 
effect from any previous strategic planning (Boyd, 1991; Bracker and Pearson, 1986). The 
strategic planning in 2009 variable came out positively significant, without changing ERM’s 
effect on the strategic planning in 2010-2012. Altogether, these robustness analyses substantiate 
the validity of the study’s results. 
5. DISCUSSION & CONCLUSION
5.1. Discussion, limitations, and future research 
By generating risk awareness and providing comprehensive information of which risks and 
opportunities to prioritize, ERM can support firms to proactively allocate resources and 
coordinate strategic risk responses to obtain or sustain a competitive advantage. This paper 
investigates the performance effects of ERM and its relationship with strategic planning. The 
findings of this study suggest that emphasis on ERM processes has a statistically significant 
effect on both financial performance and leverage.  Hence, it advances the knowledge in the line 
of research that investigates whether ERM achieves the intended goal of enhancing performance 
while protecting against lower-tail outcomes by lowering financial leverage. While ERM 
presents a new shift in the management of those risks that may influence a firm’s strategic 
position, there is limited empirical evidence on whether ERM fulfills its purpose. Furthermore, 
ERM proponents claim that in order to reap the benefits as a strategic management tool, ERM 
142 

needs to be integrated with the firm’s strategic planning process. Nevertheless, there is no 
research to date that investigates this relationship empirically. This study provides evidence on 
the value of integrating both management processes and it suggests that ERM and strategic 
planning are neither substitutes nor complementary processes. Instead, strategic planning serves 
as a mediator between ERM’s effect on a firm’s performance and leverage. This relationship 
seems plausible in that ERM arguably increases the organizations’ risk awareness. Such 
awareness may evoke the need for taking control by emphasizing strategic planning as a rational 
means of gaining mastery through goal setting and programming actions that avoid situations 
whereby the firms could be caught off guard.  
Further, this paper argues that ERM serves as an important precursor to strategic 
planning by continually assessing the important risks and opportunities that may have strategic 
implications. Thus, it can advance firms’ ‘strategic thinking’ of where to place their strategic 
bets and take on firm-specific risks. These proactive responses and potential strategic changes 
are more advantageously carried out through strategic planning that translates these decisions 
into coordinated and purposeful actions. Thus, firms that adopt ERM processes should integrate 
it with strategic planning by putting more emphasis on the latter. Doing this successfully, and by 
developing ERM into a core competence, such integration can enable firms to benefit from 
competitive advantages. 
While the findings of the study seem robust, certain limitations should be noted. First, 
the sample is based on a cross sectional data set, therefore strict causality cannot be claimed and 
causal assertions must be based on priori theory (Lee and Lings, 2008). Thus, longitudinal 
studies are recommended to extend the findings. Third, this study measures ERM with a firm’s 
emphasis on the ERM process. Yet, there are more dimensions to the ERM concept. As Mikes 
and Kaplan (2014: 8) describes; it can be “deployed at different levels, for different purposes, by 
different staff groups in different organizations.”  Thus, there might be features of ERM that are 
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not measurable that reduces the power of the present analysis. Further research is encouraged on 
how ERM is practiced throughout the organization, e.g. the implications on allocating versus 
centralizing the identification and interpretation responsibility and the decision authority on risk 
responses. Moreover, studies on how firms respond to risk show conflicting findings. The 
threat-rigidity stream of literature suggests that firms facing potential negative outcomes display 
risk-averse behavior when responding to risks (Sitkin and Pablo, 1992; Staw, Sandelands, and 
Dutton, 1981). On the other hand, prospect theory suggests that firms embrace hostile 
environments with the potential to erode their strategic position through taking on more risk by 
increasing investments in innovative competences to counter these threats (Kahneman and 
Tversky, 1979; Voss, Sirdeshmukh, and Voss, 2008). Hence, research on how ERM might 
influence the strategic agenda by studying the organizational risk responses is warranted. Case 
studies could be a promising avenue for investigating these questions.    
5.2. Conclusion 
Notwithstanding the limitations of the study, its findings have provided evidence on the role of 
strategic planning for ERM’s anticipated beneficial effects to materialize. Hence, the findings 
contribute to both ERM research and strategic management literature. It contributes by opening 
the black box of the process-related analysis of ERM. Such research on ERM is highly 
warranted in that firms receive increasing pressure from regulatory authorizes to adopt ERM 
processes (Baxter et al., 2013). It contributes to strategic management research by studying 
contemporary management processes of dealing with risks and opportunities with strategic 
implications. Thus, it responds to calls to synthesize these two streams of literature (Beasley and 
Frigo, 2009; Bromiley et al., 2014; Frigo and Anderson, 2011). Furthermore, the study advances 
prior research by relying on a data set of 500 Danish firms and by employing a measure that 
captures the complexity of ERM more exhaustively than relying on publically available data and 
dichotomous variables. The number of firms and the variety of industries represented in this 
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sample make the results more generalizable, since most of the studies on ERM are limited to the 
insurance and financial sectors. Thus, this study responds to calls from scholars to investigate 
ERM across several different industries (e.g. Baxter et al., 2013).  
In conclusion, the results of this study suggest that the integration of ERM and strategic 
planning is indeed necessary for harvesting the full potential of ERM.  Strategic planning and 
risk management have been criticized as often running in parallel with each other, where 
strategic planning makes assumptions about the business and ERM explores the risks that 
challenge the assumptions of these objectives and strategies throughout implementation 
(Brodeur, Buehler, Patsalos-Fox, and Pergler, 2010). Instead, this study suggests that ERM 
should precede strategic planning and adopting ERM should increase a firm’s emphasis on 
strategic planning. These results accentuate the importance of examining ERM from a strategic 
management perspective, and how ERM as a precursor to strategic planning can enhance a 
firm’s performance while protecting against lower-tail outcomes through the lowering of 
financial leverage.  

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APPENDIX 
Industries based on NACE codes 

Industry Industry number
NACE 
codes # Firms
Manufacturing, mining and quarrying, and utility services 1 06-39 95
Construction 2 41-43 16
Trade and transport etc. 3 45-56 76
Information and communication 4 58-63 15
Financial and insurance 5 64-66 20
Real estate 6 68 3
Other business services 7 69-82 31
Arts, entertainment and other services 8 90-99 4
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CHAPTER 5: SPEAK UP! ENHANCING RISK PERFORMANCE WITH ENTERPRISE 
RISK MANAGEMENT, LEADERSHIP STYLE AND EMPLOYEE VOICE1415 
ABSTRACT 
The purpose of this paper is to test the effect of psychological safety and participative leadership 
style on risk performance as well as its interaction with enterprise risk management (ERM) 
processes to evaluate if a decentralisation in the form of a safe environment and participative 
leadership style enhances or crowds out the effect of an ERM process. Based on a survey among 
top-500 Danish companies, the paper tests in SEM the relationships between ERM, participative 
leadership style and psychological safety on risk performance. The paper finds that not only do both 
ERM and participative leadership style enhance risk performance but a positive interaction effect is 
also found. In addition, the findings suggest that a safe environment precede participative leadership 
style indicating this as a prerequisite for management to introduce participative leadership style. 
These findings underpin that an effective risk management system should include both a holistic, 
formalised ERM system and organisational initiatives that enhance a strategic responsiveness 
through employee involvement. The current study provides new empirical insights about the effect 
of a formal ERM process on risk performance as well as cultural factors for ERM success. As 
something new to the risk management literature, it draws on leadership and employee voice theory 
and investigates participative leadership style and psychological safety for employee voice as 
contextual influences on the effect of a formal ERM process on risk performance. 
Keywords: Performance; autonomy; risk management; participation 

14 This chapter is co-authored with Torp, S. S. 
15 The paper is published in Management Decision (2015) Vol. 53; Issue: 7.
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1. INTRODUCTION
To remain viable in today’s dynamic business environments, firms depend on their capability to 
prepare for and react to more- or less-unexpected events of strategic importance. Future success is 
dependent on the firms’ ability to take proper responsive action and the flexibility to react timely to 
these changes. To keep up with these fast-changing environments, an increasing number of firms 
employ proactive risk management techniques, and especially enterprise risk management (ERM) 
has become a key resource in the design of risk management systems  (Choi, Ye, Zhao, and Luo, 
2015; Mikes and Kaplan, 2014; Power, 2009). Despite its popularity in research (Choi et al., 2015), 
the field of ERM is still evolving, and Mikes and Kaplan (2014: 3) believe that “risk management 
approaches are largely unproven and still emerging”. This calls for more research in the area of 
ERM to further extend our knowledge of how to create an effective risk management system.  
ERM takes a systematic approach to risk management across the entire organization “for 
identifying, assessing, deciding on responses to, and reporting on opportunities and threats that 
affect the achievement of its objectives” (Institute of Internal Auditors, 2009). The purpose of ERM 
is to handle in an integrated manner the total risks that firms face, as opposed to traditional risk 
management, which conducts risk management isolated and specialised in different parts of the 
organisation, i.e., financial risk in the finance department, operational risk in the production 
department, supply risk in the logistic department, legal risk in the legal department, etc. (Barton, 
Shenkir, and Walker, 2002). This might imply that the allocation of risk hedging resources is 
decided locally and not based on an overall knowledge of the entire enterprise risk. In ERM, it is 
possible to holistically evaluate risks across departments and in a systematic way prioritise 
resources, apply a portfolio thinking as well as address more strategic risks that might not be 
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identified in lower-level departments. Hence, an enterprise-wide approach to risk management 
promotes risk awareness and risk understanding to all managers and employees throughout the 
corporate structure. It recognises the value of the information and suggestions from people at all 
levels of the firm (COSO, 2004). As Senge writes: to survive and excel in environments with rapid 
changes, organisations must “discover how to tap people’s commitment and capacity to learn at all 
levels” (Senge, 1990: 4). Additionally, Andersen (2009) finds that an increased level of 
responsiveness, adaptability and speed enhances effective risk management outcomes. Enhanced 
responsiveness is largely dependent on decentralisation in the form of participation or autonomy, 
and it is supported by management through a participative leadership style (Andersen, 2010). This 
suggests that companies, on the one hand, need a structure and a central system that holistically and 
strategically can identify, measure and address risks across the organisation and, on the other hand, 
must be capable of creating a culture, in which all employees are empowered and focused on 
identifying, addressing and reporting potential risks and opportunities. This latter point calls for 
entrepreneurial “judgement” (Foss and Klein, 2012) by the entire organisation, and a substantial 
amount of work has highlighted the importance of empowerment of employees for supporting their 
willingness to participate in these innovative processes that can lead to reduced risks by more 
rapidly and effectively identifying and exploiting/hedging risks and opportunities (Mantere and 
Vaara, 2008; Sarpong and Maclean, 2014). 
The empowerment of employees is largely dependent on management’s ability to exhibit a 
leadership style that supports involvement and the creation of a safe environment, where employees 
feel comfortable in raising any concerns, even if it contradicts management’s opinion or traditional 
procedures  (Huang, Iun, Liu, and Gong, 2010; Mantere and Vaara, 2008). Intolerance towards 
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failure and persecution of people who voice issues and risks can be destructive for ERM’s success 
(Drew, Kelley, and Kendrick, 2006). A risk management culture should support knowledge transfer 
and learning processes.  
Despite a conceptual understanding of the need for involving employees in the risk 
management culture and an extant amount of research on involvement and empowerment of 
employees through the distribution of decision power, a participative leadership style and the 
introduction of different incentives (Foss, Foss, and Klein, 2007; Sarpong and Maclean, 2014), our 
knowledge of how the combination of a structured approach to ERM and a dispersed, trust-based 
and empowering participative leadership style affects risk performance seems limited, and the need 
for more research is highly warranted.  
In their study, Mantere and Vaara (2008) found that mystification, disciplining and 
technologisation all constrained involvement, while self-actualisation, dialogisation and 
concretisation were found to support involvement. These findings underpin the importance of a 
participative leadership style in the pursuit of involvement and empowerment of employees at all 
levels as well as the importance of a culture based on trust. When management conducts 
participative leadership, employees know how to raise their concerns and participate. They 
experience an eye-to-eye dialogue and, by being able to influence and develop their own work 
situation, employees will be more willing to engage in processes that allow the company to more 
rapidly benefit from new opportunities and respond to newly emerging threats. While the effect of a 
participative leadership style and empowerment of employees has been widely tested on employee 
behaviour and motivation (e.g. Deci and Ryan, 2000) and company performance (Huang et al., 
2010), the effect on risk management outcomes has been largely neglected.  
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The specific purpose of this study is to address, first, the effect of ERM on risk performance 
using a detailed measure of ERM and, second, the importance of the organisational culture – in 
terms of leadership style and a working climate that allows the employees to speak up – for the 
success of an effective risk management system. Our study advances literature in several ways. 
First, it applies a new and detailed measure of ERM based on the different elements in the risk 
management process, thus capturing those firms that do not explicitly subscribe to a contemporary 
framework. We thereby sophisticate the knowledge on how to capture the concept of ERM 
compared to earlier studies, where the majority of research so far has used a binary proxy in the 
form of the presence of a CRO (Beasley, Pagach, and Warr, 2008; Liebenberg and Hoyt, 2003; 
Pagach and Warr, 2011), SEC filings (Hoyt and Liebenberg, 2011) or S&P ERM ratings (Baxter, 
Bedard, Hoitash, and Yezegel, 2013; McShane, Nair, and Rustambekov, 2011). Second, as 
something new, we draw on leadership and voice literature to develop predictions for how specific 
leadership behaviour and voice climate affect risk management performance. By supporting 
employee involvement through a participative leadership style and the creation of a safe 
environment in which employees have a voice, companies can more rapidly identify and address 
potential threats and opportunities, thereby reducing volatility and risk. Not surprisingly, the study 
finds that companies employing ERM processes experience better risk performance (i.e. ability to 
hedge important known risks and uncertainties, ability to react to and reduce unforeseen risks and 
ability to exploit new opportunities). In addition, the study suggests that the creation of a culture 
where voicing is considered safe precedes managers exercising a participative leadership style, 
indicating that a safe environment is a prerequisite for a participative leadership style. Moreover, 
the study finds that a participative leadership style in itself improves risk performance, which 
supports earlier findings that companies can more rapidly exploit new opportunities and address 
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new threats and, consequently, reduce long-term risks by allowing employees to be involved in 
decisions. Finally, the study emphasises that an effective risk management strategy needs to 
combine ERM techniques and processes with a participative leadership style in order to, on the one 
hand, create a central, holistic risk management system that allows the company to address risks 
across the entire organisation and, on the other hand, develop a dynamic organisation that 
empowers all employees and rapidly can identify and address potential threats and opportunities. 
Thus, the findings of the study may also be considered to be of significant interest to the 
practitioner community, as they provide a richer description and quantification of a risk 
management culture to support the ERM in their organisation. 
2. LITERATURE REVIEW & HYPOTHESES
ERM is often seen as identifying, measuring and hedging a number of different risks in the form of 
economic risks (e.g. currency and interest risk), operational risks (e.g. insurance, customer and 
supplier risk) and strategic risks (e.g. legal, patent and environmental risk) (Doherty, 2000; Lam, 
2003). By applying systematic ERM processes, which involve identifying, assessing and 
responding to all of the risks that pose a challenge to an organisation and its ability to achieve its 
strategic objectives, firms are presumed to lower their overall risk exposure and thus increase 
performance (Beasley, Clune, and Hermanson, 2005; Brustbauer, 2014; Choi et al., 2015; Gordon, 
Loeb, and Tseng, 2009; Hoyt and Liebenberg, 2011; Nocco and Stulz, 2006). ERM is used to 
provide firms with an informational advantage that allows them to systematically identify, measure 
and address potential risks and thereby create a competitive advantage (Walker, 2013). Firms that 
focus on ERM are also found to exhibit higher corporate performance (Beasley et al., 2008; Gordon 
et al., 2009) and increased company value (Hoyt and Liebenberg, 2011).  
171 

Despite the extant amount of ERM literature (Choi et al., 2015), it has failed to directly 
capture ERM (Mikes and Kaplan, 2014), as the majority of the literature so far has used a binary 
proxy for ERM in the form of the presence of a CRO (Liebenberg and Hoyt, 2003; Beasley et al., 
2008; Pagach and Warr, 2011), SEC filings (Hoyt and Liebenberg, 2011) or S&P ERM ratings 
(Baxter et al., 2013; McShane et al., 2010). Furthermore, the effect of ERM on risk performance 
seems surprisingly neglected in literature (Paape and Speklé, 2012), and with the concern raised by 
Paape and Speklé (2012) that no evidence is found to support that applying the COSO framework 
improves risk management effectiveness, a test of the effect of ERM on risk performance seems 
highly warranted. 
Thus, we expect the following hypothesis: 
H1. Emphasis on ERM processes enhances risk performance. 
The management literature has for several decades emphasised lower-level employee 
behaviour in complex and fast-changing environments where locally held knowledge is important 
for risk recognition and evaluation (Burgelman and Groove, 2006; Dodgson, Gann, and Salter, 
2008; Meeus and Edquist, 2006). Voices from below widen the scope of input and increase the 
speed at which top management receives information on risks, opportunities and emerging trends 
(Dutton and Ashford, 1993). As such, employee voice may be considered an important source to 
organisational learning and change (Weick and Ashford, 2001). Yet, several individuals work in 
environments where it is not safe to raise concern about organisational issues and potential risks 
(Detert and Burris, 2007; Milliken, Morrison, and Hewlin, 2003). Speaking up about risks can be 
intimidating because risk in itself tends to have negative connotations and often implies calling 
attention to a need for change. Thus, employees are expected to implicitly weigh the net potential 
benefits of speaking up about perceived risks against the potential costs of doing so (Dutton and 
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Ashford, 1993; Withey and Cooper, 1989). By signaling that leaders “are interested in and willing 
to act on subordinate voice, subordinates’ motivation to speak up should be maintained or 
enhanced: absent such leader behaviors, subordinates may see potential risks as outweighing 
perceived benefits” (Detert and Burris, 2007: 807). Potential benefits of speaking up include 
promotion, recognition or having one’s ideas being well received and possibly implemented, 
whereas potential risks could be demotion, layoffs or humiliation (Detert and Burris, 2007). In 
response to these potential impediments, several firms have implemented whistleblowing systems 
and anonymous risk voting systems to ensure participation and honesty (Fraser and Simkins, 2009). 
Issue-selling literature has found that the organisational context is imperative when it comes 
to whether subordinates find it safe and worthwhile to communicate information on threats and 
opportunities upward in the organisation (Detert and Burris, 2007). Detert and Burris (2007: 869) 
asserted that “even the most proactive or satisfied employees are likely to ‘read the wind’ as to 
whether it is safe and/or worthwhile to speak up in their particular context”. In their qualitative 
study of middle managers, Dutton, Ashford, O’Neill, Hayes, and Wierba (1997) found that top-
management support and its openness to ideas were the most important contextual factors for the 
employees’ willingness to provide top management with input on potential threats and 
opportunities. In their study of ERM processes in a firm, Mikes and Kaplan (2014) found, that 
management support, in creating a no-blame culture to further encourage people to speak up and 
report deviances, issues and potential threats that they were worried about, was perceived as highly 
important to ERM’s success. 
The role of top management has been highly emphasised in the employee voice literature, 
since top management is the target of voice and has the authority to administer rewards and 
punishments (Ashford, Sutcliffe, and Christianson, 2009; Detert and Burris, 2007). Leaders thus 
173 

play an important role in creating psychological safety (Edmondson, 1999), and they may influence 
voice by their general leadership style (Dutton et al., 1997; Mantere and Vaara, 2008). The 
literature suggests that top management needs to create an atmosphere where employees feel that 
their opinion is valued and where open-minded discussions of opposing positions are acknowledged 
(Ekaterini, 2010). To create such a culture, top management should support the involvement of 
employees in decision making by soliciting their ideas and taking them into consideration 
(Kaufman, 2001; Somech, 2006). Furthermore, top management should signal that individuals are 
allowed to express themselves, challenge the status quo and ask questions without fear of negative 
consequences (Scully, Kirkpatrick, and Locke, 1995). Such a participative leadership style can 
therefore be an important factor in stimulating a climate in which ideas on risks are proposed, 
discussed, evaluated and reflected on (Torp and Linder, 2014). 
We thus expect the beneficial effects of ERM on risk performance to be higher in firms with 
a psychologically safe environment for speaking up and an emphasis on a participative leadership 
style: 
H2a. The ERM process will have a greater effect on risk performance when the level of 
psychological safety for speaking up is high. 
H2b. The ERM process will have a greater effect on risk performance when the level of 
participative leadership is high. 
Before managers implement a leadership style that involves all employees in decisions 
making, distributes decision authority and exhibits receptiveness (to discuss new ideas and 
challenge existing processes and customs) and supports as well as encourages experimentation, 
proactivity and risk-taking, they need to create a culture of psychological safety in which speaking 
up is considered safe. If managers experience that employees do not trust management or feel safe 
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in expressing their opinions, that is, if they do not believe that employees will or dare express their 
true opinions, management may not see any benefits in trying to involve employees in decisions. 
This indicates that, to be able to exercise a participative leadership style, it is crucial first to 
establish a culture where making your voice heard is considered safe and where the employees trust 
the management. Therefore, we would expect that the creation of psychological safety among 
employees by developing a culture in which employees feel that their opinions are valued and 
where open-minded discussions of opposing positions are acknowledged (Ekaterini, 2010) precedes 
a participative leadership style, hence:  
H2c. Companies with a high level of psychological safety more often employ a participative 
leadership style. 
3. METHODS
Data for the study were collected as a cross-sectional mail survey. The 500 largest companies in 
Denmark measured by number of employees were approached by a two-page questionnaire in April 
2013. The companies covered a broad set of industries and had at least 300 full-time employees. 
The questionnaire was initially tested on three managers to obtain an impression of how the 
questions were perceived and to clarify any ambiguity. Subsequently, the questionnaire was tested 
on 45 managers from 45 different firms (not part of the main data set) to test the robustness of the 
constructs. The pre-tests raised no concerns. 
In a first step, the accounting managers (CFO) and sales/marketing managers were 
approached by a personalised cover letter and a two-page questionnaire. Three weeks later, a 
second letter was sent to those who had not yet responded. These letters produced a total of 248 
responses (141 from CFOs and 107 from marketing managers). In June 2013, a marketing agency 
was assigned to contact the remaining managers by phone, resulting in 345 extra responses and thus 
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a total of 593 responses (298 from CFOs and 295 from marketing managers), i.e., a response rate of 
59.3 per cent. After careful inspection, 171 double responses from the top-500 companies were 
included in the analysis. Using multiple sources allows us to reduce the risk of common method 
bias, which may arise if the use of a single data source creates spurious covariance between 
variables (Podsakoff, MacKenzie, Lee, and Podsakoff, 2003). 
A test for non-response bias was conducted on sector, size, turnover and a number of other 
financial data comparing the responding companies with the population of the 500 largest 
companies in Denmark. None of the tests gave any cause for concern. 
3.1. Measures 
Formal ERM. The items are developed from the risk management process described in the ERM 
frameworks: COSO (2004) and ISO31000 (2009). The items explore to which extent the company 
during the last three years has assigned priority to having a policy to handle strategic risks, having 
standard procedures for identifying major risks and opportunities, analysing risks and opportunities 
as a basis for determining how they should be managed, having standard procedures in place for 
launching risk-reducing activities, preparing regularly risk reports for top management, and having 
standard procedures in place for monitoring the development in major risks and the risk reducing 
activities launched. The respondents were asked to rate the priority assigned on a seven-point Likert 
scale. The construct has been tested in a factor model, showing only one factor with an eigenvalue 
higher than 1 (eigenvalue=5.216). 
Participative leadership style. Assessment of top-management’s leadership style was based 
on Choi (2004). The instrument focuses specifically on the participatory leadership style, leaving 
out other aspects of (a more broadly defined) leadership climate, such as individual work effort, 
work duration or the like. The instrument is derived from Choi’s (2004) construct of supportive 
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leadership. The resulting four-item measure asked the managers to rate the degree to which top 
management was open to middle managers’ ideas and willing to let middle managers experiment 
with new concepts or products on a seven-point Likert scale (1=fully disagree; 7=fully agree). 
The construct has been tested in a factor model, showing only one factor with an eigenvalue higher 
than 1 (eigenvalue=2.754). 
Psychological safety. The effect of involving employees in strategic or risk-reducing actions 
is heavily dependent on the employees’ willingness to participate and, ultimately, the perception of 
safety associated with speaking up. The construct is based on a scale developed by Liang, Farh, and 
Farh (2012) with four items measuring to what extent all employees in the company are able to 
express their own opinions and feelings, all employees can freely express their thoughts and ideas, 
the employees feel appreciated for expressing their opinions, and the employees feel that they will 
be blamed or given penalties because they have a different opinion than the majority/top 
management. The construct has been tested in a factor model, showing only one factor with an 
eigenvalue higher than 1 (eigenvalue=3.220). 
Risk performance. The risk performance was measured by three items designed to uncover 
the relative risk management performance over the last three years compared to the sector in 
general. The respondents were asked to rate on a seven-point Likert scale (1=significantly worse; 
significantly better) how the company had performed compared to the sector in its ability to hedge 
important known risks and uncertainties, ability to react to and reduce unforeseen risks, and ability 
to exploit new opportunities. All latent constructs were measured with multiple items, thereby 
increasing construct validity. Internal consistency and reliability were assessed by Cronbach’s , 
factor loadings, composite reliability (CR) and average variance extracted (AVE) for all latent 
variables, as shown in Table AI. 
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The constructs display a high level of reliability, as indicated by the CR (above 0.85) and 
the AVE (ranging from 0.59 to 0.74) (Fornell and Larcker, 1981). A Harman one-factor test was 
conducted on all 17 items that report four constructs and explain 32.45-6.62 per cent, confirming 
the validity of the constructs. Since no single factor accounted for the majority of the covariance in 
the independent and criterion variables and items related to perceptual measures all loaded on 
distinct factors with eigenvalues exceeding one, we find no evidence of common method variance 
(Podsakoff et al., 2003). 
3.2. Analytical procedure 
The proposed theoretical model suggests simultaneous estimation of multiple relationships between 
observed and latent constructs, and the survey data are subject to potential measurement error. As a 
result, the hypotheses were tested in a structural equation model using AMOS 21 SEM software in a 
two-stage procedure, as recommended by Gerbing and Anderson (1988). The first stage involved 
estimation of the measurement model using confirmatory factor analysis to determine convergent 
and discriminant validity. The second stage compared the theoretical model with the measurement 
model. Based on the results of the test, the structural model was used to provide path coefficients 
for testing the different hypotheses. Additional fit measures, such as the goodness-of-fit index (GFI) 
and the root mean square residual (RMSEA), were calculated to test the model fit, as recommended 
by Gerbing and Anderson (1992). A sequence of nested-structural models (competing models) were 
evaluated in order to determine the model representing the best fit between the hypothesised 
relationships and the observed variance in the data. 
178 

4. RESULTS
Table AII shows the means, the standard deviations and the correlations of all items. All 
correlations between items representing different latent variables are well below 0.6, indicating no 
multicollinearity problems. 
The 2 test of the measurement model was significant; however, its sensitivity to sample 
size is well known and criticized (Kline, 2005). Thus, relying on multiple fit indices rather than on 
the 2 test alone is recommended, and we proceeded to inspect a number of comparative GFIs that 
measure the proportional improvement of the model fit by comparing the hypothesised model with 
a restricted baseline model. As recommended by Hult et al. (2006) and Gerbing and Anderson 
(1992), the fit of the models was tested using the RMSEA and the global comparative fit index 
(CFI) in addition to the normed fit index (NFI) and the Tucker-Lewis index (TLI). The CFI 
(Bentler, 1980) takes into consideration sample size, and values of 0.90 or better indicate a model 
with a good fit. The RMSEA is sensitive to the number of estimated parameters in the model, as it 
considers the error of approximation in the population; values below 0.08 indicate a good fit. The fit 
characteristics of the measurement model indicated a model that fits the data very well (NFI=0.95; 
TLI=0.97; CFI=0.98; RMSEA=0.03) (Table AIII). 
Since SEM does not test for causality and the direction of the effect, the assessed models 
must be based on theory. The initial model tested in AMOS 21 indicated a direct effect between the 
three latent variables and risk management performance, supporting the argument that formal ERM 
(Beasley et al., 2005; Gordon et al., 2009; Hoyt and Liebenberg, 2011; Nocco and Stulz, 2006), a 
participative leadership style (Mikes and Kaplan, 2014) and psychological safety (Ashford et al., 
2009; Detert and Burris, 2007) all directly affected the risk performance. The model showed good 
fits (NFI=0.92; TLI=0.93; CFI=0.95; RMSEA=0.06), and the 2 test revealed a significant 
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improvement. The direct effect of psychological safety on risk management performance was, 
however, insignificant and, as earlier theorised, psychological safety may precede managers’ 
willingness to engage in a participative leadership style, suggesting that the effect of psychological 
safety is mediated by a participative leadership style. This leads to model 3, which significantly 
improved the fits (NFI=0.95; TLI=0.98; CFI=0.98; RMSEA=0.03), suggesting a model with very 
good fit. Model 4 added a moderation effect between risk management and participative leadership 
style, as suggested in H2b. 
While a focus on ERM presumably has a positive effect on a company’s risk performance, 
Senge (1990) and Moeller (2007) have stressed the need for creating a culture of risk management 
at all levels in the organisation as well as emphasised the need for “discovering how to tap people’s 
commitment and capacity to learn at all levels” (Senge, 1990: 4). This suggests that the combined 
effect of a motivating participative leadership style and a holistic systematic focus on ERM can 
interact and create a positive effect which is greater than the sum of its parts. This implies that a 
moderating effect exists, which leads to model 4. The fits of model 4 (NFI=0.95; TLI=0.98; 
CFI=0.98; RMSEA=0.03) are not significantly better than model 3, but they are more theoretically 
embedded, indicating a better model. Combined with a slightly significant (p<0.10) moderation 
effect, model 4 is preferred. The model is depicted in Figure A1. 
5. DISCUSSION & CONCLUSION
5.1. Discussion, limitations, and future research 
In consistency with recent calls for integrating insights from strategic management and organisation 
into strategic risk management in the search for tools to engage all employees in a shared risk 
management culture (Andersen, 2009; Slywotzky, 2007), this study investigates the combined 
effect of a safe employee voice culture, a participative leadership style and ERM processes on risk 
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performance. Resent research in the field of strategic risk management has emphasised the 
importance of creating a culture of risk management at all levels of the organisation (Moeller, 2007) 
to ensure a strategic responsiveness that allows companies to rapidly identify and hedge important 
risks, react to and reduce unforeseen risks and, at the same time, be able to identify and exploit new 
opportunities in a timely manner (Andersen, 2010). While the effect of ERM and strategic 
responsiveness has been tested on company performance and company value, little is known about 
the effect on strategic risk performance. This study has developed an applicable and sophisticated 
measure of ERM processes aiming at covering the diverse processes embedded in a holistic ERM 
system that identifies and hedges risk as well as enhances opportunity recognition and exploitation 
across the entire organisation. Compared to earlier studies, which have measured ERM by the 
presence of a CRO, S&P ERM ratings or a simple scale measuring the degree of ERM 
implementation (Mikes and Kaplan, 2014), we have developed an approach to measuring ERM and 
shown that ERM do enhance risk management performance. This is in line with the few studies 
actually testing the effect of ERM on risk management performance (Paape and Speklé, 2012). 
These findings are also in keeping with Hoyt and Liebenberg (2011) who have emphasised that by 
applying systematic ERM processes, which involve identifying, assessing and responding to all of 
the risks that pose a challenge to an organisation and its ability to achieve its strategic objectives, 
firms are presumed to lower their overall risk exposure. Additionally, the findings suggest that the 
creation of a safe employee voice culture can be seen as an antecedent of a participative leadership 
style, implying that managers need to address the culture issue before introducing a participative 
leadership style. As expected in H2b, allowing employees to participate in decisions through a 
participative leadership style is also found to enhance risk performance. This is in line with findings 
from strategic management that suggest that a participative leadership style supports empowerment 
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of middle- and lower-level members of an organisation, facilitates “derived judgement” (Foss et al., 
2007) and supports a strategic responsiveness that allows companies to more rapidly identify and 
hedge potential threats and exploit potential opportunities (Sarpong and Maclean, 2014). 
This indicates that the findings from strategic management can be incorporated in effective 
strategic risk management processes and thereby create a bridge between the risk management 
literature and strategic risk management. This highlights that risk management is not only a matter 
of a central risk management department; to create an effective risk management system, the 
company also needs to create a dynamic organisation that can rapidly identify and address new 
threats and opportunities. Risk management thus becomes strategic, since it involves culture, 
leadership style and is enhanced by strategic responsiveness. Finally, the findings emphasise that 
ERM processes must engage all employees in a risk management culture, and we thus find that a 
participative leadership style not only enhances risk performance, but also moderates the positive 
effect of formal ERM processes. 
5.2. Limitations and future research 
As in any other study, the current paper has its limitations. With respect to the empirical data, it is 
important to stress the fact that we have relied on cross-sectional data collected by means of a 
survey. As a consequence, the study does not allow for identifying the direction of the relationships 
between the variables studied, as the model and the structural equation modelling approach suggest. 
SEM analysis tests for associations and only assumes a certain direction of the relations based on 
theoretical grounds. Therefore, further testing with longitudinal or lagged data is necessary to 
corroborate our findings. 
Collecting such longitudinal or lagged data may also provide an opportunity to address a 
second empirical limitation of our data: its exclusive focus on Danish companies. Whereas the open 
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Danish economy and the flat hierarchies in most companies support the introduction of involvement 
and open-hearted discussions, cross-cultural research indicates, among other things, that individuals 
from low-power distance cultures (such as Denmark or the USA) may react differently to a lack of 
opportunity to voice their ideas than their counterparts from high-power distance cultures (e.g. 
China) (Brockner et al., 2001; Hofstede, 2001). Thus, the power distance – and cultural dimensions 
in general – may moderate the impact of participation and top-management support on 
innovativeness and, consequently, also on risk. Individuals in low-power distance cultures are likely 
to react more negatively to a lack of participation and management support. This, in turn, could 
imply that studies conducted in high-power distance cultures may find the positive impact of top-
management support on risk performance to be smaller or even non-existent. More research on 
exploring the moderating role of cultural factors and other potential moderating factors, e.g., a 
country’s legal and economic environment, seems highly warranted. 
5.2. Conclusion 
The current study provides new empirical and theoretical insights into the effect of a formal ERM 
process on risk performance as well as the significance of cultural factors for ERM success. As a 
novelty in the risk management literature, this study draws on leadership and employee voice theory 
and investigates participative leadership style and psychological safety for employee voice as 
contextual influences on the effect on the risk performance of a formal ERM process. We find a 
significant, positive, direct effect of the formal ERM process on risk performance, supporting 
earlier findings that a structured, holistic approach to ERM is expected to enhance risk 
performance. In addition, we find a significant, direct effect of a participative leadership style on 
risk outcomes, highlighting the importance of combing traditional risk management literature with 
findings from the strategic management and organisation field for creating a culture in which all 
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employees are engaged in the risk management process and constantly strive to ensure that the 
company can rapidly identify and hedge potential risks and exploit potential opportunities. The 
regression coefficient on the interaction term between participative leadership style and the ERM 
process was found to be significant at the 10 per cent confidence level, which provides some 
support for H2b. We did, however, not find support for H2a on psychological safety for employee 
voice and the ERM process, but by running a mediation model instead, we found that psychological 
safety for employee voice has an effect on risk performance; this effect, however, is influenced by 
leadership style. Since structural equation modelling does not test for causality, the effect may 
oppositely directed, indicating that a participative leadership style enhances psychological safety. 
As psychological safety had no significant effect on risk performance, the expected positive effect 
of psychological safety on risk performance may be mediated or moderated by another factor, 
suggesting further research to enhance our understanding of the effects. 
Collectively, our findings suggest that understanding ERM and its performance effects 
requires an appreciation of the risk management culture in terms of leadership characteristics. As 
such, the findings have practical implications for firms that already have an ERM process or 
consider implementing such a process. The results indicate that, while an ERM process is beneficial 
for risk performance, its impact is amplified by a participative leadership style. By considering the 
voices of those that are closest to the customers and suppliers and have operational expertise in 
decision making, firms may detect risks early and react faster to circumvent adverse outcomes. 
Open-minded discussions may lead to alternative solutions and different strategic directions. By 
combining proactive management systems such as ERM with a participative leadership style, firms 
can arguably create an adaptive advantage and enhance risk performance. 
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CHAPTER 6: CONCLUDING REMARKS 
6.1. Conclusion & Contribution 
The overall purpose of this thesis has been to contribute with an investigation into strategic risk 
management practices from a strategic management and management accounting perspective. In 
particular, the purpose of the thesis has been to fill the gaps in the literature by furthering the 
understanding of how strategic risk management influence firms’ ability to deal with risks that may 
affect long-term competitive advantage and corporate longevity. 
As understanding of risk in organizations is an important goal in strategic management and 
management accounting, these areas of literature have been synthesized. This approach of 
combining the two literature streams has suggested that, besides the adoption of contemporary risk 
management and control processes, the use of appropriate strategic management practices can 
contribute to effectively dealing with strategic risks. Thus, knowing which of the practices that can 
be used for managing such exposures, and in which constellation, is valuable in enhancing our 
understanding of how firms can proactively influence their long-term competitive advantage and 
survival. Besides, the study of risk implications of management practices resonates well with the 
strong interest in management research in how firms can develop rapid decision-making processes 
(Andersen et al., 2007; Eisenhardt, 1989), adaptive processes, strategic response capabilities (Bettis 
and Hitt, 1995; Volberda, 1996), and dynamic capabilities (Teece et al., 1997; Teece, 2007).  
My aim with the combination of the four papers in the thesis (chapter 2-5) has been to 
provide both theoretical and empirical contributions. While the 2nd chapter has focused on strategic 
management practices that deal with strategic risks, chapter 3 and 4 respond to calls to integrate 
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literature from strategic management and management accounting. The 5th chapter has investigated 
some of the cultural factors that underpin effective risk management.  
The importance of strategic planning 
Since strategic planning emerged as a formal discipline and practice in the 1960s, a large body of 
research has investigated the relationship between strategic planning and performance, however 
with inconclusive and conflicting results. This thesis shows that strategic planning is certainly 
important for dealing with strategic risk. The thesis finds empirical support from two different data 
sets (collected at different times) from 500 largest Danish firms and two different methods (OLS 
and SEM) that strategic planning has a statistically significant direct effect on enhancing upside 
potential and firm performance, while reducing downside risk and the probability of financial 
distress through the lowering of a firm’s leverage. Furthermore, the thesis suggests, and finds 
empirically, that strategic planning may serve as an important mediating mechanism that both filter 
the effects of participative decision-making and an ERM process. Studying the mediating 
characteristics of strategic planning is arguably important in that it can enhance our understanding 
of the mechanisms that drive an emphasis on such a widely used management practice. It seems 
particularly important since the practice of strategic planning consumes scares organizational 
resources such as time an managerial attention (Gifford, 1999; Ocasio, 1997). 
To my knowledge this is the first study to date that has explored the effects of strategic 
planning on risk outcomes in terms of downside risk. This seems highly relevant in that given a lack 
of both theorizing as well as empirical evidence on the matter; it can only be speculated about the 
risk outcomes from this practice. Although previous research have shown that strategic planning 
enhances a firm’s performance, such an increase may not be high enough to reduce the firm’s 
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downside risk. Thus, equating the two can lead to overly hasty conclusions. Thus, this study 
contributes to theory by providing a more nuanced understanding of the potential benefits derived 
from strategic planning. 
The importance of interactive control systems 
Another important contribution of this thesis is to the limited body of knowledge concerning the 
ways in which management accounting practices, in particular interactive control systems, and 
strategic management practices interplay to enhance the upside dimension of risk outcomes. The 
thesis proposed an integrative model that combines strategic planning and decentralized strategy-
making with interactive control processes. It is argued that interactive control systems, strategic 
planning, and decentralized strategy-making creates a dynamic system that drives upside potential 
for strategic adaptation, which in turn is vital for sustaining a competitive advantage. It provides 
empirical support for a direct effect from interactive control systems on the upside potential of 
performance. These findings suggest that interactive control systems may indeed be helpful in 
anticipating and effectively managing strategic risks and opportunities that are important for 
capturing the upside potential of a firm’s performance. It further finds evidence that interactive 
control systems can enhance the relationship between participative decision-making and upside 
potential. Thus, it is suggested that interactive control systems may be an essential mechanism for 
information processing that integrates important elements of participative decision-making by 
linking decision-makers across hierarchical levels through an open exchange of information and 
direct engagement in discussions about performance developments, environmental changes, and 
strategic responses. These suggestions and findings offers a fertile ground for future research efforts 
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to better understand the role of interactive control to enhance the effects of the dual strategy-making 
modes of strategic planning and decentralization. 
The importance of enterprise risk management 
This study further advances knowledge to the line of research that investigates whether ERM 
achieves the intended goal of enhancing performance while protecting against lower-tail outcomes. 
The thesis has tested the effects of ERM on three different sets of outcomes: firm performance, the 
probability of financial distress through the lowering of a firm’s leverage, and a perceptual measure 
for risk management effectiveness. By replicating the study on several different outcome variables 
its findings were substantiated.  
This thesis has also attempted to fill the gap in research by ascertaining the link between 
ERM and strategic planning. More specifically, it shows that ERM’s effect on performance is fully 
mediated by strategic planning.  Thus, it responds to calls to look at this particular risk management 
approach through the lens of strategic management. These results may offer important insights for 
further research into both of these practices that are considered important to manage strategic risks. 
It suggests that the two practices are not in conflict with another, but rather they should co-exist. In 
fact, firms should not replace strategic planning with ERM but if they invest resources in ERM 
processes they should also put more attention and time to the planning processes than before. 
Furthermore, the study provides an insight into the process-related analysis of ERM by 
developing a new and detailed construct of ERM that captures the ERM process. Thus, it advances 
prior studies by capturing those firms that do not explicitly subscribe to a contemporary framework 
and those studies that have relied on dichotomous variables for measuring ERM.  
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The importance of participation, leadership style and the employee voice 
The present study finds empirical support of the effect of participative decision-making on the 
downside risk and upside potential of a firm’s performance. Surprisingly, a statistically significant 
relationship with the dimension of decentralized strategy making; the ‘delegation of decision 
authority’, was not found to influence the upside potential of a firm’s performance. A plausible 
explanation for this could be that the delegation of decision authority increases the firm’s exposure 
to self-interest behavior, and middle-level managers could possibly pursue destructive market 
opportunities in contravention to the overall strategy (Foss, Foss, and Klein, 2007).  
While an increasing number of studies have shown that delegation and participative 
decision-making is important, especially when risk exposures and uncertainty is high, they have 
also shown that this approach of strategy-making is contingent on a favorable context for 
communicating information and championing issues such as a supportive leadership style and the 
managements openness to ideas and suggestions (Dutton, Ashford, O’Neill, Hayes, and Wierba, 
1997). Also, the literature on risk management suggests that successful ERM is underpinned by a 
supportive culture that involves a participative leadership style and the psychological safety of the 
employee voice (Mikes and Kaplan, 2014; Spedding and Rose, 2008). This thesis has provided new 
empirical and theoretical insights into the significance of such cultural factors for ERM’s success 
by drawing on leadership and employee voice theory. It finds a direct influence of a participative 
leadership style on risk outcomes. However, the same hypothesized direct effect was not found 
from the employees’ psychological safety of raising voice. Instead, it seems that employee voice is 
mediated through a participative leadership style. Also, the study finds some support of the 
hypothesized moderating role of a participative leadership style on ERM’s effect on risk 
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performance. Nevertheless, the study contributes to a blind spot in the literature by suggesting that 
understanding ERM and its performance effects requires an appreciation of certain leadership 
characteristics. These results should be of value to both the academic field as well as practitioners 
that already have an ERM process or are considering implementing such a process.  
From this thesis, it can be concluded overall that, instead of weathering the storm 
and ignoring risks, firms can take an active stance in making better decisions about risk-taking by 
preparing for the inherent uncertainty of strategic decisions. It is suggested that proactive 
management practices such as strategic planning, interactive control systems and enterprise risk 
management processes, can be effective means when dealing with strategic risk. It further 
emphasizes the role of participative decision-making, a participative leadership style, and 
employees’ psychological safety for raising voice as important factors in order to benefit from these 
management practices most advantageously. 
6.2. Limitations and future research 
In spite of the body of evidence that has been provided in this thesis to support the conclusions, it 
should be viewed in light of its overall limitations.  First, the empirical data for the analyses were 
based on cross sectional data-sets, therefore strict causality cannot be asserted (Lee and Lings, 
2008). Even though quantitative data may be subjected to lower interpretation biases than 
qualitative data, it may be less suited to capturing some of the more complex and subtle aspects of 
the management process, practices, and systems that deal with strategic risks. Studies that take into 
account some of the inherent cognitive biases in managerial and organizational risk perception are 
encouraged. Case studies could be a promising avenue to contribute to our understanding of such 
complex phenomena. That being said, the strategic management literature arguably has a lack of 
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empirical testing where risk serves as explanandum and ERM as a relatively new academic research 
field is arguably in more need of hypothesis testing in order to generalize and support conjectures of 
ERM as a value creating management device. 
Furthermore, as ERM is a rather new management practice and a gradual learning process 
(Aabo, Fraser, and Simkins, 2005), one can suspect that this management process will be subjected 
to changes over time. The cross-sectional approach takes a snap shot of a population at a certain 
time. Although this indeed provides a fairly good idea of ERM’s effect on firm performance, it 
would be beneficial to take the time to integrate temporal research. One can also suspect a time lag 
between the management practices and processes studied and their effect on a firm’s performance. 
As decision derived from ERM and strategic planning potentially need a certain amount of time 
before financial gains can be realized.  Thus, further studies with longitudinal data are highly 
warranted.  
Even though the thesis did not find support for the conjecture that interactive control 
systems play an important role in the relationship between strategic planning and the upside 
potential of performance, it would be valuable for future investigations to explore the role of 
interactive control systems in strategy formulation, potentially with a different measure of these 
control systems and a different sample. 
Although the findings of the thesis contribute to an internationally more balanced set of 
empirical findings, since most of extant studies on the management processes, practices and 
systems have relied on samples that were generated in a North American context, the geographical 
limitation is of importance as the data used was collected from Denmark. Consequently, different 
effects could be expected in countries with different cultures and traditions to the management 
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practices and processes studied in the thesis. For example, the general flat hierarchies in Danish 
firms may generally be more supportive to the participation of middle managers in decision-
making, the delegation of authority, and the degree of interaction between top management and 
lower-level managers in control systems. Also a low-power distance culture (such as Denmark or 
the US) potentially exhibit different leadership styles and organizational climates for open-hearted 
discussions than in other countries with high-power distance cultures. Thus, further studies in other 
country settings such as (non-western) developing and emerging countries will be required to 
confirm the findings of this thesis. 
Although the robustness of the findings is enhanced by looking at several aspects of risk 
outcomes, such as a firm’s performance, downside risk, upside potential, financial leverage and a 
perceptual measure of risk management effectiveness, there might be other non-financial or indirect 
improvements that are not captured in the thesis. Such improvements could be related to the quality 
or effectiveness of strategic decisions from the strategic planning process or the mitigation of 
strategic exposures. The subjectivity and ambiguity of indirect effects make them inherently 
difficult to capture empirically. Further research is encouraged to look into and proper analyze such 
effects, potentially through case studies. 
With this being said, it is my hope that future research will be inspired to build upon the 
theoretical and empirical findings of this thesis by filling the gaps that have been suggested above 
and providing an increasingly comprehensive analysis of how firms can effectively deal with 
strategic risks. The findings and knowledge developed in this thesis may also have implications for 
managers who wish to take an active stance on their handling of strategic risks. Even though it does 
not provide a universal recipe on how to solve the challenges that come with strategic risks, it does 
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indeed provide support to show that it can pay off to take a proactive stance on the management of 
and preparation for these exposures. 
202 

REFERENCES 
Adcock, R., & Collier, D. (2001). Measurement validity: A shared standard for qualitative and 
quantitative research. American Political Science Review, 95(3), 529–546. 
Andersen, T. J. (2004). Integrating decentralized strategy making and strategic planning processes 
in dynamic environments. Journal of Management Studies, 41(8), 1271–1299. 
Andersen, T. J. (2008). The performance relationship of effective risk management: Exploring the 
firm-specific investment rationale. Long Range Planning, 41(2), 155–176. 
Andersen, T. J., Denrell, J., & Bettis, R. A. (2007). Strategic responsiveness and Bowman’s risk–
return paradox. Strategic Management Journal, 28(4), 407–429. 
Andersen, T. J., & Nielsen, B. B. (2009). Adaptive strategy making: The effects of emergent and 
intended strategy modes. European Management Review, 6(2), 94–106. 
Andrews, K. R. (1971). Concept of corporate strategy. Homewood: Irwin Professional Publishing. 
Ansoff, H. I. (1980). Strategic issue management. Strategic Management Journal, 1(December 
1979), 131–148. 
Ansoff, H. I. (1984). Implanting strategic management. Englewood Cliffs, New Jersey: Prentice-
Hall. 
Ansoff, H. I. (1988). The new corporate strategy. New York: Wiley. 
Baird, I. S., & Thomas, H. (1985). Toward a contingency model of strategic risk taking. The 
Academy of Management Review, 10(2), 230–243. 
Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of Management, 
17(1), 99–120. 
Barton, T. L., Shenkir, W. G., & Walker, P. L. (2002). Making enterprise risk management pay off. 
Upper Saddle River, NJ: Financial Times/Prentice Hall. 
Beasley, M., Branson, B., & Pagach, D. (2015). An analysis of the maturity and strategic impact of 
investments in ERM. Journal of Accounting and Public Policy, 34(3), 219–243. 
Beasley, M. S., & Frigo, M. L. (2009). ERM and its role in strategic planning and strategy 
execution. In J. Fraser & Simkins B. (Eds.), Enterprise Risk Management: Today’s leading 
research and best practices for tomorrow's executives (pp. 31–50). 
Beck, U. (1992). Risk society: Towards a new modernity. Thousand Oaks, CA: Sage. 
203 

Bettis, R. A., & Hitt, M. A. (1995). The new competitive landscape. Strategic Management 
Journal, 16(S1), 7–19. 
Black, J. A., & Champion, D. J. (1976). Methods and issues in social research. New York: Wiley. 
Bower, J. L., & Noda, T. (1996). Strategy making as iterated processes. Strategic Management 
Journal, 17, 159–192. 
Boyd, B. K. (1991). Strategic planning and financial performance: a meta-analytic review. Journal 
of Management Studies, 28(4), 353–374. 
Boyd, B. K., & Reuning-Elliott, E. (1998). A measurement model of strategic planning. Strategic 
Management Journal, 19, 181–192. 
Bromiley, P. (1991). Testing a causal model of corporate risk taking and performance. Academy of 
Management Journal, 34(1), 37–59. 
Bromiley, P., McShane, M., Nair, A., & Rustambekov, E. (2014). Enterprise risk management: 
Review, critique, and research directions. Long Range Planning, 48(4), 265–276. 
Bromiley, P., Miller, K. D., & Rau, D. (2006). Risk in strategic management research. In M. A. 
Hitt, E. R. Freeman, & H. S. Jeefrey (Eds.), The Blackwell Handbook of Strategic 
Management. Blackwell Publishing. 
Bruining, H., Bonnet, M., & Wright, M. (2004). Management control systems and strategy change 
in buyouts. Management Accounting Research, 15(2), 155–177. 
Burgelman, R. A. (1983). Corporate entrepreneurship and strategic management: Insights from a 
process study. Management Science, 29(12), 1349–1364. 
Capon, N., Fakley, U., & Hulbert, M. (1994). Strategic planning and financial performance: More 
evidence. Journal of Management Studies. 
Chatterjee, S., Wiseman, R. M., Fiegenbaum, A., & Devers, C. E. (2003). Integrating behavioural 
and economic concepts of risk into strategic management: The twain shall meet. Long Range 
Planning, 36(1), 61–79. 
Cohen, K. J., & Cyert, R. M. (1973). Strategy: Formulation, implementation, and monitoring. 
Journal of Business, 46(3), 349–367. 
Collins, J. M., & Ruefli, T. W. (1992). Strategic risk: An ordinal approach. Management Science, 
38(12), 1707–1731. 
COSO. (2004). Enterprise risk management – integrated framework. New York. Retrieved from 
www.coso.org 
204 

D’Aveni, R. A. (1994). Hypercompetition: managing the dynamics of strategic maneuvering. New 
York: The Free Press. 
Delmar, F., & Shane, S. (2003). Does business planning facilitate the development of new 
ventures? Strategic Management Journal, 24(12), 1165–1185. 
DeVellis, R. F. (2011). Scale development: Theory and applications (2nd ed.). Thousand Oaks, CA: 
SAGE. 
Dutton, J. E., Ashford, S. J., O’Neill, R. M., Hayes, E., & Wierba, E. E. (1997). Reading the wind: 
How middle managers assess the context for selling issues to top managers. Strategic 
Management Journal, 18(5), 407–425. 
Dutton, J. E., Fahey, J. L., & Narayanan, V. K. (1983). Toward understanding strategic issue 
diagnosis. Strategic Management Journal, 4(May 1982), 307–323. 
Eisenhardt, K. M. (1989). Making fast strategic decisions in high-velocity environments. Academy 
of Management Journal, 32(3), 543–576. 
Falshaw, J. R., Glaister, K. W., & Tatoglu, E. (2006). Evidence on formal strategic planning and 
company performance. Management Decision, 44(1), 9–30. 
Fiegenbaum, A., & Thomas, H. (2004). Strategic risk and competitive advantage: An integrative 
perspective. European Management Review, 1(1), 84–95. 
Fishburn, P. C. (1977). Mean-risk analysis with risk associated with below-target returns. The
American Economic Review, 67(2), 116–126. 
Fornell, C., & Larcker, D. F. (1981). Evaluating structural equation models with unobservable 
variables and measurement error. Journal of Management Research, 18(1), 39–50. 
Foss, K., Foss, N. J., & Klein, P. G. (2007). Original and derived judgment: An entrepreneurial 
theory of economic organization. Organization Studies, 28(12), 1893–1912. 
Fraser, J. R. S., Schoening-Thiessen, K., & Simkins, B. J. (2008). Who reads what most often?: A 
survey of enterprise risk management literature read by risk executives. Journal of Applied 
Finance, (Spring/Summer), 73–91. 
Frigo, B. M. L., & Anderson, R. J. (2011). What is strategic risk management? Strategic Finance, 
(April). 
Gavetti, G., Levinthal, D. A., & Rivkin, J. W. (2005). Strategy making in novel and complex 
worlds: The power of analogy. Strategic Management Journal, 26(8), 691–712. 
205 

Gephart, R. P., Van Maanen, J., & Oberlechner, T. (2009). Organizations and risk in late modernity. 
Organization Studies, 30(2-3), 141–155. 
Gifford, S. (1999). Limited attention and the optimal incompleteness of contracts. The Journal of 
Law, Economics, & Organization, 15(2), 468–486. 
Gordon, L. A., Loeb, M. P., & Tseng, C. (2009). Enterprise risk management and firm 
performance: A contingency perspective. Journal of Accounting and Public Policy, 28(4), 
301–327. 
Grant, R. M. (2003). Strategic planning in a turbulent environment: Evidence from the oil majors. 
Strategic Management Journal, 24, 491–517. 
Greenley, G. E. (1994). Strategic planning and company performance: An appraisal of the empirical 
evidence. Scandinavian Journal of Management, 10(4), 383–396. 
Horngren, C. T., Foster, G., & Datar, S. (1994). Cost accounting: A managerial emphasis (8th ed.). 
Englewood Cliffs, New Jersey: Prentice Hall. 
Hoyt, R. E., & Liebenberg, A. P. (2011). The value of enterprise risk management. Journal of Risk 
and Insurance, 78(4), 795–822. 
Institute of Internal Auditors. (2009). The role of internal auditing in enterprise-wide risk 
management. Retrieved March 12, 2014, from https://na.theiia.org/Pages/IIAHome.aspx 
Kahneman, D., & Tversky, A. (1979). Prospect theory: An analysis of decision under risk. 
Econometrica, 47(2), 263–292. 
Kanter, R. M. (1982). The middle manager as innovator. Harvard Business Review, 82(7/8), 150–
161. 
Ketokivi, M., & Castañer, X. (2004). Strategic planning as an integrative device. Administrative 
Science Quarterly, 49(3), 337–365. 
Kloot, L. (1997). Organizational learning and management control systems: Responding to 
environmental change. Management Accounting Research, 8, 47–73. 
Kober, R., Ng, J., & Paul, B. J. (2007). The interrelationship between management control 
mechanisms and strategy. Management Accounting Research, 18, 425–452. 
Kraus, V., & Lehner, M. O. (2012). The nexus of enterprise risk management and value creation: A 
systematic literature review. Journal of FInance and Risk Perspectives, 1(1), 91–163. 
Lam, J. (2003). Enterprise risk management: From incentives to controls. Hoboken, New Jersey: 
John Wiley & Sons. 
206 

Lee, N., & Lings, I. (2008). Doing business research: A guide to theory and practice. London: 
SAGE Publications. 
Linder, S. (2011). Micro-foundations of strategic entrepreneurship: Essays on autonomous 
strategic action. Copenhagen Business School, Frederiskberg. 
Linder, S., & Torp, S. S. (2014). Do management control systems foster or hamper middle 
managers’ entrepreneurial engagement? International Journal of Strategic Change 
Management, 5(5), 107–124. 
Mahnke, V., Venzin, M., & Zahra, S. A. (2007). Governing entrepreneurial opportunity recognition 
in MNEs: Aligning interests and cognition under uncertainty. Journal of Management Studies, 
44(7), 1278–1298. 
March, J. G., & Shapira, Z. (1987). Managerial perspectives on risk and risk taking. Management 
Science, 33(11), 1404–1418. 
Marginson, D. E. W. (2002). Management control systems and their effects on strategy formation at 
middle-management levels: Evidence from a U.K. organization. Strategic Management 
Journal, 23(September), 1019–1031. 
Mikes, A., & Kaplan, R. (2014). Towards a contingency theory of enterprise risk management. 
Harvard Business School, Working Pa. 
Miller, C. C., Burke, L. M., & Glick, W. H. (1998). Cognitive diversity among upper echelon 
executives: Implications for strategic decision processes. Strategic Management Journal, 19, 
29–58. 
Miller, K. D. (1992). A framework for integrated risk management in international business. 
Journal of International Business Studies, 23(2), 311–331. 
Miller, K. D., & Leiblein, M. J. (1996). Corporate risk-return relations: Returns variability versus 
downside risk. Academy of Management Journal, 39(1), 91–122. 
Mintzberg, H. (1978). Patterns in strategy formation. Management Science, 24(9), 934–948. 
Mintzberg, H., & Waters, J. A. (1982). Tracking strategy in an entrepreneurial firm. Academy of 
Management Journal, 25(3), 465–499. 
Nunnally, J. C. (1978). Psychometric theory (2nd ed.). New York, NY: McGraw-Hill. 
O’Regan, N., Sims, M. A., & Gallear, D. (2008). Leaders, loungers, laggards: the strategic-
planning-environment-performance relationship re-visited in manufacturing SMEs. Journal of 
Manufacturing Technology Management, 19(1), 6–21. 
207 

Ocasio, W. (1997). Towards an attention-based view of the firm. Strategic Management Journal, 
18(Summer), 187–206. 
Ohmae, K. (1982). The mind of the strategist: Business planning for competitive advantage. New 
York: McGraw-Hill. 
Pablo, A. L., Sitkin, S., & Jemison, D. B. (1996). Acquisition decision-making processe: The 
central role of risk. Journal of Management, 22(5), 723–746. 
Pascale, R. T. (1984). Perspectives on strategy: The real story behind Honda’s success. California 
Management Review, 26(3), 47–72. 
Podsakoff, P. M., MacKenzie, S. B., Lee, J., & Podsakoff, N. P. (2003). Common method biases in 
behavioral research: A critical review of the literature and recommended remedies. Journal of 
Applied Psychology, 88(5), 879–903. 
Power, M. (2007). Organized uncertainty: Designing a world of risk management. (Oxford 
University Press, Ed.). Oxford, UK. 
Priem, R. L., Rasheed, A. M. A., & Kotulic, A. G. (1995). Rationality in strategic decision 
processes, environmental dynamism and firm performance. Journal of Management, 21(5), 
913–929. 
Ruefli, T. W., Collins, J. M., Lacugna, J. R., & Wiley, J. (1999). Risk measures in strategic 
management research: auld lang syne? Strategic Management Journal, 20(2), 167–194. 
Samuelson, W., & Zeckhauser, R. (1988). Status quo bias in decision-making. Journal of Risk and 
Uncertainty, 1, 7–59. 
Schendel, D., & Hofer, C. (1979). Strategic management: A new view of business policy and 
planning. Boston, MA: Little, Brown and Company. 
Scheytt, T., Soin, K., Sahlin-Andersson, K., & Power, M. (2006). Organizations, risk and 
regulation. Journal of Management Studies, 43(6), 1331–1337. 
Scott, W. G., Mitchell, T. R., & Birnbaum, P. H. (1981). Organization theory: A structural and 
behavioral analysis. Irwin: Homewood, IL. 
Senge, P. M. (1990). The fifth discipline: The art and practice of the learning organization. New 
York: Doubleday. 
Shapira, Z. (1995). Risk taking: A managerial perspective. New York: Sage. 
Shimizu, K., & Hitt, M. A. (2004). Strategic flexibility: Organizational preparedness to reverse 
ineffective strategic decisions. The Academy of Management Executive, 18(4), 44–59. 
208 

Shrader, B. C., Taylor, L., & Dalton, D. R. (1984). Strategic planning and organizational 
performance: A critical appraisal. Journal of Management, 10(2), 149–171. 
Simons, R. (1991). Strategic orientiation and top management attention to control systems. 
Strategic Management Journal, 12, 49–62. 
Simons, R. (1994). How new top managers use control systems as levers of strategic renewal. 
Strategic Management Journal, 15(3), 169–189. 
Simons, R. (1995a). Control in an age of empowerment. Harvard Business Review. 
Simons, R. (1995b). Levers of control: How managers use innovative control systems to drive 
strategic renewal. Boston: Harvard Business School Press. 
Simons, R. (2003). Performance measurement and control systems for implementing strategy. 
Upper Saddle River: Prentice Hall. 
Simons, R. (2005). Levers of organization design: How managers use accountability systems for 
greater performance and commitment. Boston, MA: Harvard Business School Press. 
Sitkin, S. B., & Pablo, A. L. (1992). Reconceptualizing the determinants of risk behavior. The 
Academy of Management Review, 17(1), 9–38. 
Slywotzky, A. J., & Drzik, J. (2005). Countering the biggest risk of all. Harvard Business Review, 
83(4), 78–88. 
Spedding, L. S., & Rose, A. (2008). Business risk management handbook: A sustainable approach. 
Burlington, MA: Elsevier. 
Spee, A. P., & Jarzabkowski, P. (2011). Strategic planning as a communicative process. 
Organization Studies, (July). 
Staw, B. M., Sandelands, L. E., & Dutton, J. E. (1981). Threat rigidity effects in organizational 
behavior: A multilevel analysis. Administrative Science Quarterly, 26(4), 501–524. 
Stewart, T. A. (2000). Managing risk in the 21st century. Fortune, p. 202. 
Stulz, R. M. (1996). Rethinking risk management. Journal of Applied Corporate Finance, 9(3), 8–
24. 
Teece, D. J. (2007). Explicating dynamic capabilities: The nature and microfoundations of 
(sustainable) enterprise performance. Strategic Management Journal, 28(August), 1319–1350. 
Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic management. 
Strategic Management Journal, 18(7), 509–533. 
209 

Torp, S. S. (2011). Employee stock ownership: Effect on strategic management and performance. 
Copenhagen Business School and Aarhus University. 
Volberda, H. W. (1996). Toward the flexible form: How to remain vital in hypercompetitive 
environments. Organization Science, 7(4), 359–374. 
Voss, G. B., Sirdeshmukh, D., & Voss, Z. G. (2008). The effects of slack resources and 
environmental threat on product exploration and exploitation. Academy of Management 
Journal, 51(1), 147–164. 
Wang, H., Barney, J. B., & Reuer, J. J. (2003). Stimulating firm-specific investment through risk 
management. Long Range Planning, 36(1), 49–59. 
Whittington, R. (2006). Completing the practice turn in strategy research. Organization Studies, 
27(5), 613–634. 
Wooldridge, B., & Floyd, S. W. (1990). The strategy process, middle management involvement, 
and organizational performance. Strategic Management Journal, 11(3), 231–241. 
Aabo, T., Fraser, J. R. S., & Simkins, B. J. (2005). The rise and evolution of the chief risk officer: 
Enterprise risk management at Hydro One. Journal of Applied Corporate Finance, 17(3), 62–
75.
TITLER I PH.D.SERIEN:
2004
1. Martin Grieger
Internet-based Electronic Marketplaces
and Supply Chain Management
2. Thomas Basbøll
LIKENESS
A Philosophical Investigation
3. Morten Knudsen
Beslutningens vaklen
En systemteoretisk analyse of mo-
derniseringen af et amtskommunalt
sundhedsvæsen 1980-2000
4. Lars Bo Jeppesen
Organizing Consumer Innovation
A product development strategy that
is based on online communities and
allows some ﬁrms to beneﬁt from a
distributed process of innovation by
consumers
5. Barbara Dragsted
SEGMENTATION IN TRANSLATION
AND TRANSLATION MEMORY
SYSTEMS
An empirical investigation of cognitive
segmentation and effects of integra-
ting a TM system into the translation
process
6. Jeanet Hardis
Sociale partnerskaber
Et socialkonstruktivistisk casestudie
af partnerskabsaktørers virkeligheds-
opfattelse mellem identitet og
legitimitet
7. Henriette Hallberg Thygesen
System Dynamics in Action
8. Carsten Mejer Plath
Strategisk Økonomistyring
9. Annemette Kjærgaard
Knowledge Management as Internal
Corporate Venturing
– a Field Study of the Rise and Fall of a
Bottom-Up Process
10. Knut Arne Hovdal
De profesjonelle i endring
Norsk ph.d., ej til salg gennem
Samfundslitteratur
11. Søren Jeppesen
Environmental Practices and Greening
Strategies in Small Manufacturing
Enterprises in South Africa
– A Critical Realist Approach
12. Lars Frode Frederiksen
Industriel forskningsledelse
– på sporet af mønstre og samarbejde
i danske forskningsintensive virksom-
heder
13. Martin Jes Iversen
The Governance of GN Great Nordic
– in an age of strategic and structural
transitions 1939-1988
14. Lars Pynt Andersen
The Rhetorical Strategies of Danish TV
Advertising
A study of the ﬁrst ﬁfteen years with
special emphasis on genre and irony
15. Jakob Rasmussen
Business Perspectives on E-learning
16. Sof Thrane
The Social and Economic Dynamics
of Networks
– a Weberian Analysis of Three
Formalised Horizontal Networks
17. Lene Nielsen
Engaging Personas and Narrative
Scenarios – a study on how a user-
 centered approach inﬂuenced the 
perception of the design process in 
the e-business group at AstraZeneca
18. S.J Valstad
Organisationsidentitet
Norsk ph.d., ej til salg gennem
Samfundslitteratur
19. Thomas Lyse Hansen
Six Essays on Pricing and Weather risk
in Energy Markets
20. Sabine Madsen
Emerging Methods – An Interpretive
Study of ISD Methods in Practice
21. Evis Sinani
The Impact of Foreign Direct Inve-
stment on Efﬁciency, Productivity
Growth and Trade: An Empirical Inve-
stigation
22. Bent Meier Sørensen
Making Events Work Or,
How to Multiply Your Crisis
23. Pernille Schnoor
Brand Ethos
Om troværdige brand- og
virksomhedsidentiteter i et retorisk og
diskursteoretisk perspektiv
24. Sidsel Fabech
Von welchem Österreich ist hier die
Rede?
Diskursive forhandlinger og magt-
kampe mellem rivaliserende nationale
identitetskonstruktioner i østrigske
pressediskurser
25. Klavs Odgaard Christensen
Sprogpolitik og identitetsdannelse i
ﬂersprogede forbundsstater
Et komparativt studie af Schweiz og
Canada
26. Dana B. Minbaeva
Human Resource Practices and
Knowledge Transfer in Multinational
Corporations
27. Holger Højlund
Markedets politiske fornuft
Et studie af velfærdens organisering i
perioden 1990-2003
28. Christine Mølgaard Frandsen
A.s erfaring
Om mellemværendets praktik i en
transformation af mennesket og 
 subjektiviteten
29. Sine Nørholm Just
The Constitution of Meaning
– A Meaningful Constitution?
Legitimacy, identity, and public opinion
in the debate on the future of Europe
2005
1. Claus J. Varnes
Managing product innovation through
rules – The role of formal and structu-
red methods in product development
2. Helle Hedegaard Hein
Mellem konﬂikt og konsensus
– Dialogudvikling på hospitalsklinikker
3. Axel Rosenø
Customer Value Driven Product Inno-
vation – A Study of Market Learning in
New Product Development
4. Søren Buhl Pedersen
Making space
An outline of place branding
5. Camilla Funck Ellehave
Differences that Matter
An analysis of practices of gender and
organizing in contemporary work-
places
6. Rigmor Madeleine Lond
Styring af kommunale forvaltninger
7. Mette Aagaard Andreassen
Supply Chain versus Supply Chain
Benchmarking as a Means to
Managing Supply Chains
8. Caroline Aggestam-Pontoppidan
From an idea to a standard
The UN and the global governance of
accountants’ competence
9. Norsk ph.d.
10. Vivienne Heng Ker-ni
An Experimental Field Study on the
 Effectiveness of Grocer Media 
 Advertising 
 Measuring Ad Recall and Recognition, 
 Purchase Intentions and Short-Term 
Sales
11. Allan Mortensen
 Essays on the Pricing of Corporate 
Bonds and Credit Derivatives
12. Remo Stefano Chiari
 Figure che fanno conoscere
 Itinerario sull’idea del valore cognitivo 
e espressivo della metafora e di altri 
tropi da Aristotele e da Vico ﬁno al 
cognitivismo contemporaneo
13. Anders McIlquham-Schmidt
 Strategic Planning and Corporate 
 Performance
 An integrative research review and a 
 meta-analysis of the strategic planning 
 and corporate performance literature 
 from 1956 to 2003
14. Jens Geersbro
 The TDF – PMI Case
 Making Sense of the Dynamics of 
 Business Relationships and Networks
15 Mette Andersen
 Corporate Social Responsibility in 
 Global Supply Chains
 Understanding the uniqueness of ﬁrm 
 behaviour
16.  Eva Boxenbaum
 Institutional Genesis: Micro – Dynamic
 Foundations of Institutional Change
17. Peter Lund-Thomsen
 Capacity Development, Environmental 
 Justice NGOs, and Governance: The 
Case of South Africa
18. Signe Jarlov
 Konstruktioner af offentlig ledelse
19. Lars Stæhr Jensen
 Vocabulary Knowledge and Listening 
 Comprehension in English as a Foreign 
 Language
 An empirical study employing data 
 elicited from Danish EFL learners
20. Christian Nielsen
 Essays on Business Reporting
 Production and consumption of  
strategic information in the market for 
information
21. Marianne Thejls Fischer
 Egos and Ethics of Management 
 Consultants
22. Annie Bekke Kjær
 Performance management i Proces-
 innovation 
 – belyst i et social-konstruktivistisk
 perspektiv
23. Suzanne Dee Pedersen
 GENTAGELSENS METAMORFOSE
 Om organisering af den kreative gøren 
i den kunstneriske arbejdspraksis
24. Benedikte Dorte Rosenbrink
 Revenue Management
 Økonomiske, konkurrencemæssige & 
 organisatoriske konsekvenser
25. Thomas Riise Johansen
 Written Accounts and Verbal Accounts
 The Danish Case of Accounting and 
 Accountability to Employees
26. Ann Fogelgren-Pedersen
 The Mobile Internet: Pioneering Users’ 
 Adoption Decisions
27. Birgitte Rasmussen
 Ledelse i fællesskab – de tillidsvalgtes 
 fornyende rolle
28. Gitte Thit Nielsen
 Remerger
 – skabende ledelseskræfter i fusion og 
 opkøb
29. Carmine Gioia
 A MICROECONOMETRIC ANALYSIS OF 
 MERGERS AND ACQUISITIONS
30. Ole Hinz
 Den effektive forandringsleder: pilot, 
 pædagog eller politiker?
 Et studie i arbejdslederes meningstil-
skrivninger i forbindelse med vellykket 
gennemførelse af ledelsesinitierede 
forandringsprojekter
31. Kjell-Åge Gotvassli
 Et praksisbasert perspektiv på dynami-
ske 
 læringsnettverk i toppidretten
 Norsk ph.d., ej til salg gennem 
 Samfundslitteratur
32. Henriette Langstrup Nielsen
 Linking Healthcare
 An inquiry into the changing perfor-
 mances of web-based technology for 
 asthma monitoring
33. Karin Tweddell Levinsen
 Virtuel Uddannelsespraksis
 Master i IKT og Læring – et casestudie 
i hvordan proaktiv proceshåndtering 
kan forbedre praksis i virtuelle lærings-
miljøer
34. Anika Liversage
 Finding a Path
 Labour Market Life Stories of 
 Immigrant Professionals
35. Kasper Elmquist Jørgensen
 Studier i samspillet mellem stat og   
 erhvervsliv i Danmark under 
 1. verdenskrig
36. Finn Janning
 A DIFFERENT STORY
 Seduction, Conquest and Discovery
37. Patricia Ann Plackett
 Strategic Management of the Radical 
 Innovation Process
 Leveraging Social Capital for Market 
 Uncertainty Management
2006
1. Christian Vintergaard
 Early Phases of Corporate Venturing
2. Niels Rom-Poulsen
 Essays in Computational Finance
3. Tina Brandt Husman
 Organisational Capabilities, 
 Competitive Advantage & Project-
Based Organisations
 The Case of Advertising and Creative 
 Good Production
4. Mette Rosenkrands Johansen
 Practice at the top
 – how top managers mobilise and use
 non-ﬁnancial performance measures
5. Eva Parum
 Corporate governance som strategisk
 kommunikations- og ledelsesværktøj
6. Susan Aagaard Petersen
 Culture’s Inﬂuence on Performance 
 Management: The Case of a Danish 
 Company in China
7. Thomas Nicolai Pedersen
 The Discursive Constitution of Organi-
zational Governance – Between unity 
and differentiation
 The Case of the governance of 
 environmental risks by World Bank 
environmental staff
8. Cynthia Selin
 Volatile Visions: Transactons in 
 Anticipatory Knowledge
9. Jesper Banghøj
 Financial Accounting Information and  
 Compensation in Danish Companies
10. Mikkel Lucas Overby
 Strategic Alliances in Emerging High-
Tech Markets: What’s the Difference 
and does it Matter?
11. Tine Aage
 External Information Acquisition of 
 Industrial Districts and the Impact of 
 Different Knowledge Creation Dimen-
sions
 
 A case study of the Fashion and  
Design Branch of the Industrial District 
of Montebelluna, NE Italy
12. Mikkel Flyverbom
 Making the Global Information Society 
 Governable
 On the Governmentality of Multi- 
Stakeholder Networks
13. Anette Grønning
 Personen bag
 Tilstedevær i e-mail som inter-
aktionsform mellem kunde og med-
arbejder i dansk forsikringskontekst
14. Jørn Helder
 One Company – One Language?
 The NN-case
15. Lars Bjerregaard Mikkelsen
 Differing perceptions of customer 
value
 Development and application of a tool 
for mapping perceptions of customer 
value at both ends of customer-suppli-
er dyads in industrial markets
16. Lise Granerud
 Exploring Learning
 Technological learning within small 
 manufacturers in South Africa
17. Esben Rahbek Pedersen
 Between Hopes and Realities: 
 Reﬂections on the Promises and 
 Practices of Corporate Social 
 Responsibility (CSR)
18. Ramona Samson
 The Cultural Integration Model and 
 European Transformation.
 The Case of Romania
2007
1. Jakob Vestergaard
 Discipline in The Global Economy
 Panopticism and the Post-Washington 
 Consensus
2. Heidi Lund Hansen
 Spaces for learning and working
 A qualitative study of change of work, 
 management, vehicles of power and 
 social practices in open ofﬁces
3. Sudhanshu Rai
 Exploring the internal dynamics of 
software development teams during 
user analysis
 A tension enabled Institutionalization 
 Model; ”Where process becomes the 
 objective”
4. Norsk ph.d. 
 Ej til salg gennem Samfundslitteratur
5. Serden Ozcan
 EXPLORING HETEROGENEITY IN 
 ORGANIZATIONAL ACTIONS AND 
 OUTCOMES
 A Behavioural Perspective
6. Kim Sundtoft Hald
 Inter-organizational Performance 
 Measurement and Management in 
Action
 – An Ethnography on the Construction 
of Management, Identity and 
 Relationships
7. Tobias Lindeberg
 Evaluative Technologies
 Quality and the Multiplicity of 
 Performance
8. Merete Wedell-Wedellsborg
 Den globale soldat
 Identitetsdannelse og identitetsledelse 
i multinationale militære organisatio-
ner
9. Lars Frederiksen
 Open Innovation Business Models
 Innovation in ﬁrm-hosted online user 
 communities and inter-ﬁrm project 
 ventures in the music industry 
 – A collection of essays
10. Jonas Gabrielsen
 Retorisk toposlære – fra statisk ’sted’ 
til persuasiv aktivitet
11. Christian Moldt-Jørgensen
 Fra meningsløs til meningsfuld  
evaluering.
 Anvendelsen af studentertilfredsheds-
 målinger på de korte og mellemlange  
 videregående uddannelser set fra et 
 psykodynamisk systemperspektiv
12. Ping Gao
 Extending the application of 
 actor-network theory
 Cases of innovation in the tele-
 communications industry
13. Peter Mejlby
 Frihed og fængsel, en del af den 
samme drøm? 
 Et phronetisk baseret casestudie af 
 frigørelsens og kontrollens sam-
eksistens i værdibaseret ledelse! 
 
14. Kristina Birch
 Statistical Modelling in Marketing
15. Signe Poulsen
 Sense and sensibility: 
 The language of emotional appeals in 
insurance marketing
16. Anders Bjerre Trolle
 Essays on derivatives pricing and dyna-
mic asset allocation
17. Peter Feldhütter
 Empirical Studies of Bond and Credit 
Markets
18. Jens Henrik Eggert Christensen
 Default and Recovery Risk Modeling 
and Estimation
19. Maria Theresa Larsen
 Academic Enterprise: A New Mission 
for Universities or a Contradiction in 
Terms?
 Four papers on the long-term impli-
cations of increasing industry involve-
ment and commercialization in acade-
mia
20.  Morten Wellendorf
 Postimplementering af teknologi i den  
 offentlige forvaltning
 Analyser af en organisations konti-
nuerlige arbejde med informations-
teknologi
21.  Ekaterina Mhaanna
 Concept Relations for Terminological 
Process Analysis
22.  Stefan Ring Thorbjørnsen
 Forsvaret i forandring
 Et studie i ofﬁcerers kapabiliteter un-
der påvirkning af omverdenens foran-
dringspres mod øget styring og læring
23.  Christa Breum Amhøj
 Det selvskabte medlemskab om ma-
nagementstaten, dens styringstekno-
logier og indbyggere
24.  Karoline Bromose
 Between Technological Turbulence and 
Operational Stability
 – An empirical case study of corporate 
venturing in TDC
25.  Susanne Justesen
 Navigating the Paradoxes of Diversity 
in Innovation Practice
 – A Longitudinal study of six very 
 different innovation processes – in 
practice
26.  Luise Noring Henler
 Conceptualising successful supply 
chain partnerships
 – Viewing supply chain partnerships 
from an organisational culture per-
spective
27.  Mark Mau
 Kampen om telefonen
 Det danske telefonvæsen under den 
tyske besættelse 1940-45
28.  Jakob Halskov
 The semiautomatic expansion of 
existing terminological ontologies 
using knowledge patterns discovered 
on the WWW – an implementation 
and evaluation
29.  Gergana Koleva
 European Policy Instruments Beyond 
Networks and Structure: The Innova-
tive Medicines Initiative
30.  Christian Geisler Asmussen
 Global Strategy and International 
 Diversity: A Double-Edged Sword?
31.  Christina Holm-Petersen
 Stolthed og fordom
 Kultur- og identitetsarbejde ved ska-
belsen af en ny sengeafdeling gennem 
fusion
32.  Hans Peter Olsen
 Hybrid Governance of Standardized 
States
 Causes and Contours of the Global 
Regulation of Government Auditing
33.  Lars Bøge Sørensen
 Risk Management in the Supply Chain
34.  Peter Aagaard
 Det unikkes dynamikker
 De institutionelle mulighedsbetingel-
ser bag den individuelle udforskning i 
professionelt og frivilligt arbejde
35.  Yun Mi Antorini
 Brand Community Innovation
 An Intrinsic Case Study of the Adult 
Fans of LEGO Community
36.  Joachim Lynggaard Boll
 Labor Related Corporate Social Perfor-
mance in Denmark
 Organizational and Institutional Per-
spectives
2008
1. Frederik Christian Vinten
 Essays on Private Equity
2.  Jesper Clement
 Visual Inﬂuence of Packaging Design 
on In-Store Buying Decisions
3.  Marius Brostrøm Kousgaard
 Tid til kvalitetsmåling?
 – Studier af indrulleringsprocesser i 
forbindelse med introduktionen af 
kliniske kvalitetsdatabaser i speciallæ-
gepraksissektoren
4. Irene Skovgaard Smith
 Management Consulting in Action
 Value creation and ambiguity in 
 client-consultant relations
5.  Anders Rom
 Management accounting and inte-
grated information systems
 How to exploit the potential for ma-
nagement accounting of information 
technology
6.  Marina Candi
 Aesthetic Design as an Element of 
 Service Innovation in New Technology-
based Firms
7.  Morten Schnack
 Teknologi og tværfaglighed
 – en analyse af diskussionen omkring 
 indførelse af EPJ på en hospitalsafde-
ling
8. Helene Balslev Clausen
 Juntos pero no revueltos – un estudio 
sobre emigrantes norteamericanos en 
un pueblo mexicano
9. Lise Justesen
 Kunsten at skrive revisionsrapporter.
 En beretning om forvaltningsrevisio-
nens beretninger
10. Michael E. Hansen
 The politics of corporate responsibility:
 CSR and the governance of child labor 
and core labor rights in the 1990s
11. Anne Roepstorff
 Holdning for handling – en etnologisk 
undersøgelse af Virksomheders Sociale 
Ansvar/CSR
12. Claus Bajlum
 Essays on Credit Risk and 
 Credit Derivatives
13. Anders Bojesen
 The Performative Power of Competen-
ce  – an Inquiry into Subjectivity and 
Social Technologies at Work
14. Satu Reijonen
 Green and Fragile
 A Study on Markets and the Natural  
Environment
15. Ilduara Busta
 Corporate Governance in Banking
 A European Study
16. Kristian Anders Hvass
 A Boolean Analysis Predicting Industry 
Change: Innovation, Imitation & Busi-
ness Models
 The Winning Hybrid: A case study of 
isomorphism in the airline industry
17. Trine Paludan
 De uvidende og de udviklingsparate
 Identitet som mulighed og restriktion 
blandt fabriksarbejdere på det aftaylo-
riserede fabriksgulv
18. Kristian Jakobsen
 Foreign market entry in transition eco-
nomies: Entry timing and mode choice
19. Jakob Elming
 Syntactic reordering in statistical ma-
chine translation
20. Lars Brømsøe Termansen
 Regional Computable General Equili-
brium Models for Denmark
 Three papers laying the foundation for 
regional CGE models with agglomera-
tion characteristics
 
21. Mia Reinholt
 The Motivational Foundations of 
Knowledge Sharing
22.  Frederikke Krogh-Meibom
 The Co-Evolution of Institutions and 
Technology
 – A Neo-Institutional Understanding of 
Change Processes within the Business 
Press – the Case Study of Financial 
Times
23. Peter D. Ørberg Jensen
 OFFSHORING OF ADVANCED AND 
HIGH-VALUE TECHNICAL SERVICES: 
ANTECEDENTS, PROCESS DYNAMICS 
AND FIRMLEVEL IMPACTS
24. Pham Thi Song Hanh
 Functional Upgrading, Relational 
 Capability and Export Performance of 
Vietnamese Wood Furniture Producers
25. Mads Vangkilde
 Why wait?
 An Exploration of ﬁrst-mover advanta-
ges among Danish e-grocers through a 
resource perspective
26.  Hubert Buch-Hansen
 Rethinking the History of European 
Level Merger Control
 A Critical Political Economy Perspective
2009
1. Vivian Lindhardsen
 From Independent Ratings to Commu-
nal Ratings: A Study of CWA Raters’ 
Decision-Making Behaviours
2. Guðrið Weihe
 Public-Private Partnerships: Meaning 
and Practice
3. Chris Nøkkentved
 Enabling Supply Networks with Colla-
borative Information Infrastructures
 An Empirical Investigation of Business 
Model Innovation in Supplier Relation-
ship Management
4.  Sara Louise Muhr
 Wound, Interrupted – On the Vulner-
ability of Diversity Management
5. Christine Sestoft
 Forbrugeradfærd i et Stats- og Livs-
formsteoretisk perspektiv
6. Michael Pedersen
 Tune in, Breakdown, and Reboot: On 
the production of the stress-ﬁt self-
managing employee
7.  Salla Lutz
 Position and Reposition in Networks 
 – Exempliﬁed by the Transformation of 
the Danish Pine Furniture Manu-
 facturers
8. Jens Forssbæck
 Essays on market discipline in 
 commercial and central banking
9. Tine Murphy
 Sense from Silence – A Basis for Orga-
nised Action 
 How do Sensemaking Processes with 
Minimal Sharing Relate to the Repro-
duction of Organised Action?
10. Sara Malou Strandvad
 Inspirations for a new sociology of art: 
A sociomaterial study of development 
processes in the Danish ﬁlm industry
11. Nicolaas Mouton
 On the evolution of social scientiﬁc 
metaphors: 
 A cognitive-historical enquiry into the 
divergent trajectories of the idea that 
collective entities – states and societies, 
cities and corporations – are biological 
organisms.
12. Lars Andreas Knutsen
 Mobile Data Services:
 Shaping of user engagements
13. Nikolaos Theodoros Korﬁatis
 Information Exchange and Behavior
 A Multi-method Inquiry on Online 
Communities
14.  Jens Albæk
 Forestillinger om kvalitet og tværfaglig-
hed på sygehuse
 – skabelse af forestillinger i læge- og 
plejegrupperne angående relevans af 
nye idéer om kvalitetsudvikling gen-
nem tolkningsprocesser
15.  Maja Lotz
 The Business of Co-Creation – and the 
Co-Creation of Business
16. Gitte P. Jakobsen
 Narrative Construction of Leader Iden-
tity in a Leader Development Program 
Context
17. Dorte Hermansen
 ”Living the brand” som en brandorien-
teret dialogisk praxis:
 Om udvikling af medarbejdernes 
brandorienterede dømmekraft
18. Aseem Kinra
 Supply Chain (logistics) Environmental 
Complexity
19. Michael Nørager
 How to manage SMEs through the 
transformation from non innovative to 
innovative? 
20.  Kristin Wallevik
 Corporate Governance in Family Firms
 The Norwegian Maritime Sector
21. Bo Hansen Hansen
 Beyond the Process
 Enriching Software Process Improve-
ment with Knowledge Management
22. Annemette Skot-Hansen
 Franske adjektivisk aﬂedte adverbier, 
der tager præpositionssyntagmer ind-
ledt med præpositionen à som argu-
menter
 En valensgrammatisk undersøgelse
23. Line Gry Knudsen
 Collaborative R&D Capabilities
 In Search of Micro-Foundations
24. Christian Scheuer
 Employers meet employees
 Essays on sorting and globalization
25. Rasmus Johnsen
 The Great Health of Melancholy
 A Study of the Pathologies of Perfor-
mativity
26. Ha Thi Van Pham
 Internationalization, Competitiveness 
Enhancement and Export Performance 
of Emerging Market Firms: 
 Evidence from Vietnam
27. Henriette Balieu
 Kontrolbegrebets betydning for kausa-
tivalternationen i spansk
 En kognitiv-typologisk analyse
2010
1.  Yen Tran
 Organizing Innovationin Turbulent 
Fashion Market
 Four papers on how fashion ﬁrms crea-
te and appropriate innovation value
2. Anders Raastrup Kristensen
 Metaphysical Labour
 Flexibility, Performance and Commit-
ment in Work-Life Management
3. Margrét Sigrún Sigurdardottir
 Dependently independent
 Co-existence of institutional logics in 
the recorded music industry
4.  Ásta Dis Óladóttir
 Internationalization from a small do-
mestic base:
 An empirical analysis of Economics and 
Management
5.  Christine Secher
 E-deltagelse i praksis – politikernes og 
forvaltningens medkonstruktion og 
konsekvenserne heraf
6. Marianne Stang Våland
 What we talk about when we talk 
about space:
 
 End User Participation between Proces-
ses of Organizational and Architectural 
Design
7.  Rex Degnegaard
 Strategic Change Management
 Change Management Challenges in 
the Danish Police Reform
8. Ulrik Schultz Brix
 Værdi i rekruttering – den sikre beslut-
ning
 En pragmatisk analyse af perception 
og synliggørelse af værdi i rekrutte-
rings- og udvælgelsesarbejdet
9. Jan Ole Similä
 Kontraktsledelse
 Relasjonen mellom virksomhetsledelse 
og kontraktshåndtering, belyst via ﬁre 
norske virksomheter
10. Susanne Boch Waldorff
 Emerging Organizations: In between 
local translation, institutional logics 
and discourse
11. Brian Kane
 Performance Talk
 Next Generation Management of  
Organizational Performance
12. Lars Ohnemus
 Brand Thrust: Strategic Branding and 
Shareholder Value
 An Empirical Reconciliation of two 
Critical Concepts
13.  Jesper Schlamovitz
 Håndtering af usikkerhed i ﬁlm- og 
byggeprojekter
14.  Tommy Moesby-Jensen
 Det faktiske livs forbindtlighed
 Førsokratisk informeret, ny-aristotelisk 
τηθος-tænkning hos Martin Heidegger
15. Christian Fich
 Two Nations Divided by Common 
 Values
 French National Habitus and the 
 Rejection of American Power
16. Peter Beyer
 Processer, sammenhængskraft  
og ﬂeksibilitet
 Et empirisk casestudie af omstillings-
forløb i ﬁre virksomheder
17. Adam Buchhorn
 Markets of Good Intentions
 Constructing and Organizing 
 Biogas Markets Amid Fragility  
and Controversy
18. Cecilie K. Moesby-Jensen
 Social læring og fælles praksis
 Et mixed method studie, der belyser 
læringskonsekvenser af et lederkursus 
for et praksisfællesskab af offentlige 
mellemledere
19. Heidi Boye
 Fødevarer og sundhed i sen- 
modernismen
 – En indsigt i hyggefænomenet og  
de relaterede fødevarepraksisser
20. Kristine Munkgård Pedersen
 Flygtige forbindelser og midlertidige 
mobiliseringer
 Om kulturel produktion på Roskilde 
Festival
21. Oliver Jacob Weber
 Causes of Intercompany Harmony in 
Business Markets – An Empirical Inve-
stigation from a Dyad Perspective
22. Susanne Ekman
 Authority and Autonomy
 Paradoxes of Modern Knowledge 
Work
23. Anette Frey Larsen
 Kvalitetsledelse på danske hospitaler
 – Ledelsernes indﬂydelse på introduk-
tion og vedligeholdelse af kvalitetsstra-
tegier i det danske sundhedsvæsen
24.  Toyoko Sato
 Performativity and Discourse: Japanese 
Advertisements on the Aesthetic Edu-
cation of Desire
25. Kenneth Brinch Jensen
 Identifying the Last Planner System 
 Lean management in the construction 
industry
26.  Javier Busquets
 Orchestrating Network Behavior  
for Innovation
27. Luke Patey
 The Power of Resistance: India’s Na-
tional Oil Company and International 
Activism in Sudan
28. Mette Vedel
 Value Creation in Triadic Business Rela-
tionships. Interaction, Interconnection 
and Position
29.  Kristian Tørning
 Knowledge Management Systems in 
Practice – A Work Place Study
30. Qingxin Shi
 An Empirical Study of Thinking Aloud 
Usability Testing from a Cultural 
Perspective
31.  Tanja Juul Christiansen
 Corporate blogging: Medarbejderes 
kommunikative handlekraft
32.  Malgorzata Ciesielska
 Hybrid Organisations.
 A study of the Open Source – business 
setting
33. Jens Dick-Nielsen
 Three Essays on Corporate Bond  
Market Liquidity
34. Sabrina Speiermann
 Modstandens Politik
 Kampagnestyring i Velfærdsstaten. 
 En diskussion af traﬁkkampagners sty-
ringspotentiale
35. Julie Uldam
 Fickle Commitment. Fostering political 
engagement in 'the ﬂighty world of 
online activism’
36. Annegrete Juul Nielsen
 Traveling technologies and 
transformations in health care
37. Athur Mühlen-Schulte
 Organising Development
 Power and Organisational Reform in 
the United Nations Development 
 Programme
38. Louise Rygaard Jonas
 Branding på butiksgulvet
 Et case-studie af kultur- og identitets-
arbejdet i Kvickly
2011
1. Stefan Fraenkel
 Key Success Factors for Sales Force 
Readiness during New Product Launch
 A Study of Product Launches in the 
Swedish Pharmaceutical Industry
2. Christian Plesner Rossing
 International Transfer Pricing in Theory 
and Practice
3.  Tobias Dam Hede
 Samtalekunst og ledelsesdisciplin
 – en analyse af coachingsdiskursens 
genealogi og governmentality
4. Kim Pettersson
 Essays on Audit Quality, Auditor Choi-
ce, and Equity Valuation
5. Henrik Merkelsen
 The expert-lay controversy in risk 
research and management. Effects of 
institutional distances. Studies of risk 
deﬁnitions, perceptions, management 
and communication
6. Simon S. Torp
 Employee Stock Ownership: 
 Effect on Strategic Management and 
Performance
7. Mie Harder
 Internal Antecedents of Management 
Innovation
8. Ole Helby Petersen
 Public-Private Partnerships: Policy and 
Regulation – With Comparative and 
Multi-level Case Studies from Denmark 
and Ireland
9. Morten Krogh Petersen
 ’Good’ Outcomes. Handling Multipli-
city in Government Communication
10. Kristian Tangsgaard Hvelplund
 Allocation of cognitive resources in 
translation - an eye-tracking and key-
logging study
11. Moshe Yonatany
 The Internationalization Process of 
Digital Service Providers
12. Anne Vestergaard
 Distance and Suffering
 Humanitarian Discourse in the age of 
Mediatization
13. Thorsten Mikkelsen
 Personligsheds indﬂydelse på forret-
ningsrelationer
14. Jane Thostrup Jagd
 Hvorfor fortsætter fusionsbølgen ud-
over ”the tipping point”?
 – en empirisk analyse af information 
og kognitioner om fusioner
15. Gregory Gimpel
 Value-driven Adoption and Consump-
tion of Technology: Understanding 
Technology Decision Making
16. Thomas Stengade Sønderskov
 Den nye mulighed
 Social innovation i en forretningsmæs-
sig kontekst
17.  Jeppe Christoffersen
 Donor supported strategic alliances in 
developing countries
18. Vibeke Vad Baunsgaard
 Dominant Ideological Modes of  
Rationality: Cross functional 
 integration in the process of product
 innovation
19.  Throstur Olaf Sigurjonsson
 Governance Failure and Icelands’s
 Financial Collapse
20.  Allan Sall Tang Andersen
 Essays on the modeling of risks in
 interest-rate and inﬂ ation markets
21.  Heidi Tscherning
 Mobile Devices in Social Contexts
22.  Birgitte Gorm Hansen
 Adapting in the Knowledge Economy
  Lateral Strategies for Scientists and 
Those Who Study Them
23.  Kristina Vaarst Andersen
 Optimal Levels of Embeddedness
  The Contingent Value of Networked 
Collaboration
24.  Justine Grønbæk Pors
 Noisy Management
  A History of Danish School Governing 
from 1970-2010
25.  Stefan Linder
  Micro-foundations of Strategic 
Entrepreneurship
  Essays on Autonomous Strategic Action
26.  Xin Li
  Toward an Integrative Framework of 
National Competitiveness
 An application to China
27.  Rune Thorbjørn Clausen
 Værdifuld arkitektur
  Et eksplorativt studie af bygningers 
rolle i virksomheders værdiskabelse
28.  Monica Viken
  Markedsundersøkelser som bevis i 
varemerke- og markedsføringsrett
29.  Christian Wymann
  Tattooing 
  The Economic and Artistic Constitution 
of a Social Phenomenon
30.  Sanne Frandsen
 Productive Incoherence 
  A Case Study of Branding and 
Identity Struggles in a Low-Prestige 
Organization
31.  Mads Stenbo Nielsen
 Essays on Correlation Modelling
32.  Ivan Häuser
 Følelse og sprog
  Etablering af en ekspressiv kategori, 
eksempliﬁ ceret på russisk
33.  Sebastian Schwenen
 Security of Supply in Electricity Markets
2012
1.  Peter Holm Andreasen
  The Dynamics of Procurement 
Management
 - A Complexity Approach
2.  Martin Haulrich
  Data-Driven Bitext Dependency 
 Parsing and Alignment
3.  Line Kirkegaard
  Konsulenten i den anden nat 
  En undersøgelse af det intense 
arbejdsliv
4.  Tonny Stenheim
  Decision usefulness of goodwill 
under IFRS
5.  Morten Lind Larsen
  Produktivitet, vækst og velfærd
  Industrirådet og efterkrigstidens 
Danmark 1945 - 1958
6.  Petter Berg
  Cartel Damages and Cost Asymmetries 
7.  Lynn Kahle
 Experiential Discourse in Marketing
  A methodical inquiry into practice 
and theory
8.  Anne Roelsgaard Obling
  Management of Emotions 
in Accelerated Medical Relationships
9.  Thomas Frandsen
  Managing Modularity of 
Service Processes Architecture
10.  Carina Christine Skovmøller
  CSR som noget særligt
  Et casestudie om styring og menings-
skabelse i relation til CSR ud fra en 
intern optik
11.  Michael Tell
  Fradragsbeskæring af selskabers 
ﬁ nansieringsudgifter
  En skatteretlig analyse af SEL §§ 11, 
11B og 11C
12.  Morten Holm
  Customer Proﬁ tability Measurement 
Models
  Their Merits and Sophistication 
across Contexts
13.  Katja Joo Dyppel
  Beskatning af derivater 
 En analyse af dansk skatteret
14.  Esben Anton Schultz
  Essays in Labor Economics 
 Evidence from Danish Micro Data
15.  Carina Risvig Hansen
  ”Contracts not covered, or not fully 
covered, by the Public Sector Directive”
16.  Anja Svejgaard Pors
 Iværksættelse af kommunikation
  - patientﬁ gurer i hospitalets strategiske 
kommunikation
17.  Frans Bévort
  Making sense of management with 
logics
  An ethnographic study of accountants 
who become managers
18.  René Kallestrup
  The Dynamics of Bank and Sovereign 
Credit Risk
19.  Brett Crawford
  Revisiting the Phenomenon of Interests 
in Organizational Institutionalism
  The Case of U.S. Chambers of 
Commerce
20.  Mario Daniele Amore
  Essays on Empirical Corporate Finance
21.  Arne Stjernholm Madsen
  The evolution of innovation strategy 
  Studied in the context of medical 
device activities at the pharmaceutical 
company Novo Nordisk A/S in the 
period 1980-2008
22.  Jacob Holm Hansen
  Is Social Integration Necessary for 
Corporate Branding?
  A study of corporate branding 
strategies at Novo Nordisk
23.  Stuart Webber
  Corporate Proﬁ t Shifting and the 
Multinational Enterprise
24.  Helene Ratner
  Promises of Reﬂ exivity
  Managing and Researching 
Inclusive Schools
25.  Therese Strand
  The Owners and the Power: Insights 
from Annual General Meetings
26.  Robert Gavin Strand
  In Praise of Corporate Social 
Responsibility Bureaucracy
27.  Nina Sormunen
 Auditor’s going-concern reporting
  Reporting decision and content of the 
report
28.  John Bang Mathiasen
  Learning within a product development 
working practice:
  - an understanding anchored 
in pragmatism
29.  Philip Holst Riis
  Understanding Role-Oriented Enterprise 
Systems: From Vendors to Customers
30.  Marie Lisa Dacanay
 Social Enterprises and the Poor 
  Enhancing Social Entrepreneurship and 
Stakeholder Theory
31.  Fumiko Kano Glückstad
  Bridging Remote Cultures: Cross-lingual 
concept mapping based on the 
information receiver’s prior-knowledge
32.  Henrik Barslund Fosse
  Empirical Essays in International Trade
33.  Peter Alexander Albrecht
  Foundational hybridity and its 
reproduction 
 Security sector reform in Sierra Leone
34.  Maja Rosenstock
 CSR  - hvor svært kan det være? 
  Kulturanalytisk casestudie om 
udfordringer og dilemmaer med at 
forankre Coops CSR-strategi
35.  Jeanette Rasmussen
 Tweens, medier og forbrug
  Et studie af 10-12 årige danske børns 
brug af internettet, opfattelse og for-
ståelse af markedsføring og forbrug
36.  Ib Tunby Gulbrandsen
  ‘This page is not intended for a 
US Audience’
  A ﬁ ve-act spectacle on online 
communication, collaboration 
& organization.
37.  Kasper Aalling Teilmann
  Interactive Approaches to 
Rural Development
38.  Mette Mogensen
  The Organization(s) of Well-being 
and Productivity
  (Re)assembling work in the Danish Post
39.  Søren Friis Møller
  From Disinterestedness to Engagement 
  Towards Relational Leadership In the 
Cultural Sector
40.  Nico Peter Berhausen
  Management Control, Innovation and 
Strategic Objectives – Interactions and 
Convergence in Product Development 
Networks
41.  Balder Onarheim
 Creativity under Constraints
  Creativity as Balancing 
‘Constrainedness’
42.  Haoyong Zhou
 Essays on Family Firms
43.  Elisabeth Naima Mikkelsen
 Making sense of organisational conﬂ ict
  An empirical study of enacted sense-
making in everyday conﬂ ict at work
2013
1.  Jacob Lyngsie
  Entrepreneurship in an Organizational 
Context
2.  Signe Groth-Brodersen
 Fra ledelse til selvet
  En socialpsykologisk analyse af 
forholdet imellem selvledelse, ledelse 
og stress i det moderne arbejdsliv
3.  Nis Høyrup Christensen
  Shaping Markets: A Neoinstitutional 
Analysis of the Emerging 
Organizational Field of Renewable 
Energy in China
4.  Christian Edelvold Berg
 As a matter of size 
  THE IMPORTANCE OF CRITICAL 
MASS AND THE CONSEQUENCES OF 
SCARCITY FOR TELEVISION MARKETS 
5.  Christine D. Isakson
  Coworker Inﬂ uence and Labor Mobility 
Essays on Turnover, Entrepreneurship 
and Location Choice in the Danish 
Maritime Industry
6.  Niels Joseph Jerne Lennon
  Accounting Qualities in Practice 
Rhizomatic stories of representational 
faithfulness, decision making and 
control
7.  Shannon O’Donnell
 Making Ensemble Possible
  How special groups organize for 
collaborative creativity in conditions 
of spatial variability and distance
8.  Robert W. D. Veitch
  Access Decisions in a 
Partly-Digital World
Comparing Digital Piracy and Legal 
Modes for Film and Music
9.  Marie Mathiesen
 Making Strategy Work 
 An Organizational Ethnography
10.  Arisa Shollo
 The role of business intelligence in   
 organizational decision-making 
11.  Mia Kaspersen
  The construction of social and 
environmental reporting
12. Marcus Møller Larsen
 The organizational design of offshoring
13. Mette Ohm Rørdam
 EU Law on Food Naming
 The prohibition against misleading   
 names in an internal market context
14. Hans Peter Rasmussen 
 GIV EN GED!
 Kan giver-idealtyper forklare støtte 
 til velgørenhed og understøtte 
 relationsopbygning?
15. Ruben Schachtenhaufen 
 Fonetisk reduktion i dansk
16. Peter Koerver Schmidt
 Dansk CFC-beskatning
  I et internationalt og komparativt 
perspektiv
17. Morten Froholdt
 Strategi i den offentlige sektor 
 En kortlægning af styringsmæssig   
 kontekst, strategisk tilgang, samt 
 anvendte redskaber og teknologier for  
 udvalgte danske statslige styrelser
18. Annette Camilla Sjørup
 Cognitive effort in metaphor translation
 An eye-tracking and key-logging study
19. Tamara Stucchi
  The Internationalization 
of Emerging Market Firms: 
 A Context-Speciﬁ c Study
20. Thomas Lopdrup-Hjorth
 “Let’s Go Outside”:
 The Value of Co-Creation
21. Ana Alačovska
 Genre and Autonomy in Cultural 
 Production
 The case of travel guidebook 
 production
22. Marius Gudmand-Høyer
  Stemningssindssygdommenes historie 
i det 19. århundrede
  Omtydningen af melankolien og 
manien som bipolære stemningslidelser 
i dansk sammenhæng under hensyn til 
dannelsen af det moderne følelseslivs 
relative autonomi. 
  En problematiserings- og erfarings-
analytisk undersøgelse
23. Lichen Alex Yu
 Fabricating an S&OP Process
  Circulating References and Matters 
of Concern
24. Esben Alfort
 The Expression of a Need
 Understanding search
25. Trine Pallesen
 Assembling Markets for Wind Power  
 An Inquiry into the Making of 
 Market Devices
26. Anders Koed Madsen
 Web-Visions
 Repurposing digital traces to organize  
 social attention
27. Lærke Højgaard Christiansen
 BREWING ORGANIZATIONAL 
 RESPONSES TO INSTITUTIONAL LOGICS
28. Tommy Kjær Lassen
 EGENTLIG SELVLEDELSE
  En ledelsesﬁ losoﬁ sk afhandling om 
selvledelsens paradoksale dynamik og 
eksistentielle engagement
29. Morten Rossing
 Local Adaption and Meaning Creation  
 in Performance Appraisal
30. Søren Obed Madsen
 Lederen som oversætter
 Et oversættelsesteoretisk perspektiv 
 på strategisk arbejde
31. Thomas Høgenhaven
 Open Government Communities
 Does Design Affect Participation?
32. Kirstine Zinck Pedersen 
 Failsafe Organizing? 
 A Pragmatic Stance on Patient Safety
33. Anne Petersen
 Hverdagslogikker i psykiatrisk arbejde
 En institutionsetnograﬁ sk undersøgelse  
 af hverdagen i psykiatriske 
 organisationer
34. Didde Maria Humle
 Fortællinger om arbejde
35. Mark Holst-Mikkelsen
 Strategieksekvering i praksis 
 – barrierer og muligheder! 
36. Malek Maalouf
 Sustaining lean
 Strategies for dealing with
 organizational paradoxes
37. Nicolaj Tofte Brenneche
 Systemic Innovation In The Making
 The Social Productivity of 
 Cartographic Crisis and Transitions 
 in the Case of SEEIT
38. Morten Gylling
 The Structure of Discourse
 A Corpus-Based Cross-Linguistic Study
39. Binzhang YANG
 Urban Green Spaces for Quality Life
  - Case Study: the landscape 
architecture for people in Copenhagen
40. Michael Friis Pedersen
 Finance and Organization:  
 The Implications for Whole Farm 
 Risk Management
41. Even Fallan
 Issues on supply and demand for 
 environmental accounting information
42. Ather Nawaz
 Website user experience
 A cross-cultural study of the relation  
 between users´ cognitive style, context  
 of use, and information architecture 
 of local websites
43. Karin Beukel
 The Determinants for Creating 
 Valuable Inventions
44. Arjan Markus
 External Knowledge Sourcing 
 and Firm Innovation 
 Essays on the Micro-Foundations 
 of Firms’ Search for Innovation
2014
1.  Solon Moreira
  Four Essays on Technology Licensing 
and Firm Innovation
2.  Karin Strzeletz Ivertsen
 Partnership Drift in Innovation 
 Processes
 A study of the Think City electric 
 car development
3.  Kathrine Hoffmann Pii
 Responsibility Flows in Patient-centred  
 Prevention
4.  Jane Bjørn Vedel
 Managing Strategic Research
 An empirical analysis of 
 science-industry collaboration in a   
 pharmaceutical company
5.  Martin Gylling
 Processuel strategi i organisationer   
 Monograﬁ  om dobbeltheden i 
 tænkning af strategi, dels som 
 vidensfelt i organisationsteori, dels 
 som kunstnerisk tilgang til at skabe 
 i erhvervsmæssig innovation
6.  Linne Marie Lauesen
 Corporate Social Responsibility 
 in the Water Sector: 
 How Material Practices and their 
 Symbolic and Physical Meanings Form 
 a Colonising Logic
7.  Maggie Qiuzhu Mei
 LEARNING TO INNOVATE: 
 The role of ambidexterity, standard,  
 and decision process
8.  Inger Høedt-Rasmussen
 Developing Identity for Lawyers
 Towards Sustainable Lawyering
9.  Sebastian Fux
 Essays on Return Predictability and   
 Term Structure Modelling
10.  Thorbjørn N. M. Lund-Poulsen
 Essays on Value Based Management
11.  Oana Brindusa Albu
 Transparency in Organizing: 
 A Performative Approach
12.  Lena Olaison
 Entrepreneurship at the limits
13.  Hanne Sørum
 DRESSED FOR WEB SUCCESS?
  An Empirical Study of Website Quality 
in the Public Sector
14.  Lasse Folke Henriksen
 Knowing networks
 How experts shape transnational 
 governance
15.  Maria Halbinger
 Entrepreneurial Individuals
 Empirical Investigations into 
 Entrepreneurial Activities of 
 Hackers and Makers
16.  Robert Spliid
 Kapitalfondenes metoder 
 og kompetencer
17.  Christiane Stelling
 Public-private partnerships & the need,  
 development and management 
 of trusting 
 A processual and embedded 
 exploration
18.  Marta Gasparin
 Management of design as a translation  
 process
19.  Kåre Moberg
 Assessing the Impact of 
 Entrepreneurship Education
 From ABC to PhD
20.  Alexander Cole
 Distant neighbors
 Collective learning beyond the cluster
21.  Martin Møller Boje Rasmussen
 Is Competitiveness a Question of 
 Being Alike?
 How the United Kingdom, Germany  
 and Denmark Came to Compete   
 through their Knowledge Regimes 
 from 1993 to 2007
22.  Anders Ravn Sørensen
 Studies in central bank legitimacy, 
 currency and national identity
 Four cases from Danish monetary 
 history
23.  Nina Bellak
  Can Language be Managed in 
International Business?
 Insights into Language Choice from a 
 Case Study of Danish and Austrian 
 Multinational Corporations (MNCs)
24.  Rikke Kristine Nielsen
 Global Mindset as Managerial 
 Meta-competence and Organizational  
 Capability: Boundary-crossing 
 Leadership Cooperation in the MNC
  The Case of ‘Group Mindset’ in 
 Solar A/S.
25.  Rasmus Koss Hartmann
 User Innovation inside government  
 Towards a critically performative 
 foundation for inquiry
26.  Kristian Gylling Olesen
  Flertydig og emergerende ledelse i 
folkeskolen 
  Et aktør-netværksteoretisk ledelses-
studie af politiske evalueringsreformers 
betydning for ledelse i den danske 
folkeskole
27.  Troels Riis Larsen
  Kampen om Danmarks omdømme 
1945-2010
 Omdømmearbejde og omdømmepolitik
28.  Klaus Majgaard
  Jagten på autenticitet i offentlig styring
29.  Ming Hua Li
 Institutional Transition and
 Organizational Diversity:
 Differentiated internationalization
 strategies of emerging market 
 state-owned enterprises
30.  Soﬁ e Blinkenberg Federspiel
 IT, organisation og digitalisering: 
 Institutionelt arbejde i den kommunale 
 digitaliseringsproces
31.  Elvi Weinreich
 Hvilke offentlige ledere er der brug for 
 når velfærdstænkningen ﬂ ytter sig
 – er Diplomuddannelsens lederproﬁ l 
 svaret?
32.  Ellen Mølgaard Korsager 
 Self-conception and image of context 
 in the growth of the ﬁ rm
 – A Penrosian History of Fiberline 
 Composites
33.  Else Skjold
  The Daily Selection
34.  Marie Louise Conradsen
  The Cancer Centre That Never Was
 The Organisation of Danish Cancer  
 Research 1949-1992
35.  Virgilio Failla
  Three Essays on the Dynamics of 
Entrepreneurs in the Labor Market
36.  Nicky Nedergaard
 Brand-Based Innovation
  Relational Perspectives on Brand Logics 
and Design Innovation Strategies and 
Implementation
37.  Mads Gjedsted Nielsen
 Essays in Real Estate Finance
38.  Kristin Martina Brandl
  Process Perspectives on 
Service Offshoring
39.  Mia Rosa Koss Hartmann
 In the gray zone
 With police in making space 
 for creativity
40.  Karen Ingerslev
  Healthcare Innovation under 
The Microscope
  Framing Boundaries of Wicked 
Problems
41.  Tim Neerup Themsen
  Risk Management in large Danish 
public capital investment programmes
2015
1.  Jakob Ion Wille 
 Film som design 
  Design af levende billeder i 
ﬁ lm og tv-serier
2.  Christiane Mossin 
 Interzones of Law and Metaphysics 
  Hierarchies, Logics and Foundations 
of Social Order seen through the Prism 
of EU Social Rights
3.  Thomas Tøth
  TRUSTWORTHINESS: ENABLING 
GLOBAL COLLABORATION
  An Ethnographic Study of Trust, 
Distance, Control, Culture and 
Boundary Spanning within Offshore 
Outsourcing of IT Services
4.  Steven Højlund 
 Evaluation Use in Evaluation Systems –  
 The Case of the European Commission
5.  Julia Kirch Kirkegaard
 AMBIGUOUS WINDS OF CHANGE – OR  
 FIGHTING AGAINST WINDMILLS IN  
 CHINESE WIND POWER
 A CONSTRUCTIVIST INQUIRY INTO   
 CHINA’S PRAGMATICS OF GREEN   
 MARKETISATION MAPPING 
 CONTROVERSIES OVER A POTENTIAL  
 TURN TO QUALITY IN CHINESE WIND  
 POWER
6.  Michelle Carol Antero
  A Multi-case Analysis of the 
Development of Enterprise Resource 
Planning Systems (ERP) Business 
Practices
  Morten Friis-Olivarius
 The Associative Nature of Creativity
7.  Mathew Abraham
 New Cooperativism:
  A study of emerging producer 
organisations in India
8.  Stine Hedegaard
 Sustainability-Focused Identity: Identity  
 work performed to manage, negotiate  
 and resolve barriers and tensions that  
 arise in the process of constructing or 
 ganizational identity in a sustainability  
 context 
9.  Cecilie Glerup
 Organizing Science in Society – the  
 conduct and justiﬁ cation of resposible  
 research
10.  Allan Salling Pedersen
 Implementering af ITIL®  IT-governance
 - når best practice konﬂ ikter med   
 kulturen Løsning af implementerings- 
 problemer gennem anvendelse af   
 kendte CSF i et aktionsforskningsforløb.
11.  Nihat Misir
 A Real Options Approach to 
 Determining Power Prices
12.  Mamdouh Medhat
 MEASURING AND PRICING THE RISK  
 OF CORPORATE FAILURES
13.  Rina Hansen
 Toward a Digital Strategy for 
 Omnichannel Retailing
14.  Eva Pallesen
 In the rhythm of welfare creation
  A relational processual investigation 
moving beyond the conceptual horizon 
of welfare management
15. Gouya Harirchi
 In Search of Opportunities: Three   
 Essays on Global Linkages for Innovation
16. Lotte Holck
 Embedded Diversity: A critical 
 ethnographic study of the structural  
 tensions of organizing diversity
17. Jose Daniel Balarezo
 Learning through Scenario Planning
18. Louise Pram Nielsen
  Knowledge dissemination based on 
terminological ontologies. Using eye 
tracking to further user interface 
design.
19. Soﬁ e Dam
  PUBLIC-PRIVATE PARTNERSHIPS FOR 
INNOVATION AND SUSTAINABILITY 
TRANSFORMATION
  An embedded, comparative case study 
of municipal waste management in 
England and Denmark
20. Ulrik Hartmyer Christiansen 
  Follwoing the Content of Reported Risk 
Across the Organization 
21. Guro Refsum Sanden 
  Language strategies in multinational 
corporations. A cross-sector study 
of ﬁ nancial service companies and 
manufacturing companies.  
22. Linn Gevoll 
  Designing performance management 
for operational level
  - A closer look on the role of design 
choices in framing coordination and 
motivation
23.  Frederik Larsen
  Objects and Social Actions
 – on Second-hand Valuation Practices
24.  Thorhildur Hansdottir Jetzek
  The Sustainable Value of Open 
Government Data
  Uncovering the Generative Mechanisms 
of Open Data through a Mixed 
Methods Approach
25.  Gustav Toppenberg
  Innovation-based M&A 
  – Technological-Integration 
Challenges – The Case of 
Digital-Technology Companies
26.  Mie Plotnikof
  Challenges of Collaborative 
Governance
  An Organizational Discourse Study 
of Public Managers’ Struggles 
with Collaboration across the
 Daycare Area
27.  Christian Garmann Johnsen
  Who Are the Post-Bureaucrats?
  A Philosophical Examination of the 
Creative Manager, the Authentic Leader 
and the Entrepreneur
28.  Jacob Brogaard-Kay
  Constituting Performance Management
  A ﬁ eld study of a pharmaceutical 
company
29.  Rasmus Ploug Jenle
  Engineering Markets for Control: 
Integrating Wind Power into the Danish 
Electricity System
30.  Morten Lindholst
  Complex Business Negotiation: 
Understanding Preparation and 
Planning
31. Morten Grynings
 TRUST AND TRANSPARENCY FROM AN  
 ALIGNMENT PERSPECTIVE
32.  Peter Andreas Norn
  Byregimer og styringsevne: Politisk 
lederskab af store byudviklingsprojekter
33.  Milan Miric
  Essays on Competition, Innovation and 
Firm Strategy in Digital Markets
34.  Sanne K. Hjordrup
 The Value of Talent Management 
  Rethinking practice, problems and 
possibilities
35.  Johanna Sax
 Strategic Risk Management 
  – Analyzing Antecedents and 
Contingencies for Value Creation
TITLER I ATV PH.D.-SERIEN
1992
1.  Niels Kornum
  Servicesamkørsel – organisation, øko-
nomi og planlægningsmetode
1995
2.  Verner Worm
 Nordiske virksomheder i Kina
 Kulturspeciﬁ kke interaktionsrelationer
 ved nordiske virksomhedsetableringer i
 Kina
1999
3.  Mogens Bjerre
 Key Account Management of Complex
 Strategic Relationships
 An Empirical Study of the Fast Moving
 Consumer Goods Industry
2000
4.  Lotte Darsø
 Innovation in the Making
  Interaction Research with heteroge-
neous Groups of Knowledge Workers
 creating new Knowledge and new
 Leads
2001
5.  Peter Hobolt Jensen
 Managing Strategic Design Identities
  The case of the Lego Developer Net-
work
2002
6.  Peter Lohmann
 The Deleuzian Other of Organizational
 Change – Moving Perspectives of the
 Human
7.  Anne Marie Jess Hansen
 To lead from a distance: The dynamic
  interplay between strategy and strate-
gizing – A case study of the strategic
 management process
2003
8.  Lotte Henriksen
 Videndeling
  – om organisatoriske og ledelsesmæs-
sige udfordringer ved videndeling i
 praksis
9.  Niels Christian Nickelsen
  Arrangements of Knowing: Coordi-
nating Procedures Tools and Bodies in
 Industrial Production – a case study of
 the collective making of new products
2005
10.  Carsten Ørts Hansen
  Konstruktion af ledelsesteknologier og
 effektivitet
TITLER I DBA PH.D.-SERIEN
2007
1.  Peter Kastrup-Misir
 Endeavoring to Understand Market
 Orientation – and the concomitant
 co-mutation of the researched, the
 re searcher, the research itself and the
 truth
2009
1.  Torkild Leo Thellefsen
  Fundamental Signs and Signiﬁ cance 
effects
 A Semeiotic outline of Fundamental
 Signs, Signiﬁ cance-effects, Knowledge
 Proﬁ ling and their use in Knowledge
 Organization and Branding
2.  Daniel Ronzani
 When Bits Learn to Walk Don’t Make
 Them Trip. Technological Innovation
 and the Role of Regulation by Law
 in Information Systems Research: the
 Case of Radio Frequency Identiﬁ cation
 (RFID)
2010
1.  Alexander Carnera
 Magten over livet og livet som magt
 Studier i den biopolitiske ambivalens
